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When the structure 
changes... 








i* Whenever there is a change in a corporation’s 

° capital structure, the sound advice of a businessman’s 
°° bank is essential. For example, one of the primary 
functions of our Corporate Trust Division is to act as trustee 

when a corporation issues bonds. Our duties cover the broad range of 


assuring proper performance of the agreements made between the 





corporation and the holders of the securities. 
This Bank also serves as... stock transfer and dividend disbursing agent 

... registrar or co-registrar ... depositary under syndicate and reorganization 
agreements and custodian of or agent for the handling of securities. 

Explicit information regarding any of these functions as they pertain to your 
own or your clients’ particular corporate situation will be gladly given at 

any time—without obligation. Just write, use The Bank Wire, or phone 


FRanklin 2-7400. 


TRUST DEPARTMENT 


CiryY NATIONAL BANK 


AND TRUST COMPANY of Chicago... 
208 SOUTH LA SALLE STREET 


















SIXTY YEARS... 
AND THE BEST IS YET TO COME 


The first buses on 
New York's Fifth Avenue 
used tires by Goodyear 











Highway “Luxury Liners” Roll on Goodyear Tires 
In old New York, Fifth Avenue buses were admired of wheeled vehicle using tires by Goodyear. It also 
as models of traveling convenience. Thanks to their finds 40% of Goodyear’s total business coming from 
Goodyear tires—then made of solid rubbcr—they products other than tires. These other activities—an 
were also considered the last word in comfort. outgrowth of natural diversification— comprise indus- 
Today, millions of travelers, from youngsters in trial rubber goods . . . aviation and aircraft products 
school buses to businessmen in cross-country “luxury ... foam products... films and flooring . . . chemicals 
liners”, depend on Goodyear tires for comfortable ... Shoe products .. . metal products... and a number 
riding and for safety. But even the finest tires today of others. serving countless needs throughout the free 
cannot be considered “the last word” because each world. 

year Goodyear makes important new discoveries, audit 

builds in valuable new features. It is through imaginative growth like this that Goodyear 
Our 60th anniversary year finds virtually every kind has become the world’s largest rubber company. 








GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Watch “Goodyear Theater’’ on TV—every other Monday 9:30 P.M., EsT 
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USE OUR EXPERIENCED TRUST ORGANIZATION TO ASSIST YOU 





— ANCILLARY ADMINISTRATION of California assets in estates of non- 
resident decedents. Fees as per statute. 


—HOLDING TITLE to Southern California real estate with or without the 
added duties of management. Reasonable fees to be fixed by agreement. 


— SERVICING of real estate loans in Southern California for Banks and 
Insurance companies. Reasonable fees to be fixed by agreement. 


—— SECURING APPROVAL of current trust accountings from beneficiaries resid- 
ing in Southern California. We are happy to do this without charge. 


COMPLETE TRUST SERVICE FOR INDIVIDUALS AND CORPORATIONS 


California Bank 


629 SOUTH SPRING STREET - LOS ANGELES 54, CALIFORNIA 
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Wonder 
of the World 


The Ida Cason Callaway Gardens in western Georgia is 
a non-profit 2,500-acre paradise of tall trees, cool lakes, 
wildflowers and sunshine. 25,000 people, motoring an 
average distance of one hundred miles, find beauty here 
on a sunny weekend. They boat and they swim. They 
bask on clean white sand—19,000 tons of it, hauled in to 
carpet a crescent of lake shore. They play golf, they pic- 
nic and they stroll along miles of flower-studded paths. 

One project now under construction is the open-air 
dining pavilion, shown in the drawing. The pavilion 
will be beautiful and amazing, because the giant, con- 
crete-covered umbrellas seem to be engineering impossi- 
bilities. They are designed not only to be uniquely 
beautiful, but to serve pleasure seekers for generations to 
come. And to be sure that they do, they will be built of 
USS steel and Universal Atlas cement for exceptional 
strength and durability. 
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THE FINAL ESTATE TAX REGULATIONS are 
important for what they leave unsaid as 
much aS for what they do state, according 
to Prof. Charles Lowndes who presents 
the first of a two-part analysis of the 
new rules in this issue (p. 708). On the 
whole, the Treasury has in his opinion 
done a meritorious job, particularly 
in omitting some of the innovations in 
the proposed regulations. 


ADVISORY COMMITTEES CAN AID BANKS in 
many ways but particularly in establishing 
contacts for trust business, both per- 
sonal and corporate. Advisory committees 
for branches often include men of wide 
experience and social standing and men 
who are influential in the area. With a 
little effort in informing them — as by 
illustrated talks by trust officers and 
tours of the trust department — advisory 
committeemen can do a real service to 
their friends and their banks, and enjoy 
the new experience. Such committees can 
be of increasing usefulness as branch 
operations become more widespread. 


SUMMER CLASSIFIES PEOPLE IN THREE 
GROUPS: the lucky ones who are able to 
take a look at the World they live in by 
traveling abroad, the underprivileged 
who have to stay home because of job or 
family responsibilities or lack of funds, 
and a third type: the "America is good 
enough for me" patriots. "See America 
First" is still a good slogan, but in our 
present position as leading nation of the 
Free World, we cannot play ostrich and 
carry on the job that the British lion 
SO well and so long accomplished in keep- 
ing open the trade routes of the world. 
Our edifice of Self-Sufficiency is crack- 
ing badly at the foundations, the foun- 
dations of our own political indepen- 
dence. We have never been economically 
inccpendent on a prosperous and advancing 
bas is......-eEvery thinking person today 
is sware of our deficiencies in public 
uncerstanding of our now very close neigh- 
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bors in Lebanon, the Argentine or Indo- 
nesia. Trustmen can do a double service 
in informing themselves so they can ad- 
vise customers seeking both the education 
and enjoyment that foreign travel gives, 
and in encouraging the creation of trust 
funds to permit more of our serious-minded 
Students — on whose shoulders will fall 
the responsibility for correcting our 
mistakes or advancing our good work — to 
Study abroad, and to bring foreign stu- 
dents to our shores and our homes. Travel 
is our most important export. 


AN ESTATE PLANNING CORPORATION HAS BEEN 
ENJOINED by a Chicago court from the al- 
leged practice of law. The firm is in 
the business of analyzing customers' as- 
sets, wills, trusts, insurance policies, 
etc., and making suggestions for saving 
taxes. These services, according to 
the court, constitute the practice of 
law. (p. 766) 


SELF-EMPLOYED PENSIONS BILL passed the 
House of Representatives on July 29th. 
This constitutes a major victory in a ten- 
year effort by professional and other 
self-employed persons to correct a tax 
discrimination. Under H.R. 10, known as 
the Jenkins-Keogh Bill, self employed in- 
dividuals would be permitted to deduct up 
to 10% of their earnings, but not over 
$2,500 a year, for amounts paid into. vol- 
untary restricted retirement trust funds 
or insurance contracts. The maximum life- 
time deduction is $50,000. The real test 
now comes in the Senate. 


SHARES OF 240 COMPANIES were either new- 
ly purchased or completely sold out by 
one or more of the 177 Common Trust Funds 
that reported to Trusts and Estates their 
equity changes for the quarter ending 
June 30. Five stocks purchased in the 
quarter were not held by any Common Trust 
Fund at the 1957 year-end. Twelve others, 
held at the year-end, have been sold out. 
List and figures at p. 726. 
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TRUSTS & ESTATES 13TH INVESTMENT SEMINAR 
on conditions in the textile industry was 
held in July with officials of Burlington 
Industries, Inc. A report of this meeting 
will appear in the September issue. 


THE GROSS IS UP BUT THE NET IS NOT is 
the headline that financial reporters 
would put on the story told by operating 
figures in most trust departments. Trust 
officers are not unaware of this condi- 
tion — their bank president sees to that. 
But one of the main reasons for this is 
a rather subtle one: Inflation; slow but 
constant depreciation in the purchasing 
power of the fees to buy trust depart- 
ment man-power and machines.......Before 
jumping to the conclusion that the solu- 
tion lies in raising charges (and discour- 
aging a lot of business) it is pertinent 
to note that the minimum break-even size 
of a trust, which may have been $20,000 
fifteen or so years ago is the 1958 
equivalent of a $40,000 break-even size 
trust.......-Across=-the-board fee raises 
are not the answer — there is already 
too broad a variation in the costs of 
servicing accounts. One part of the an- 
swer lies in the application of extra 
charges for above average services; 
others lie in standardization of tested 
will or trust clauses, use of the common 
trust fund, and trouble-prevention estate 
planning or re-planning.......But a basic 
answer will be found in revising opinion 
as to what is the minimum size of estate 
or trust that the professional fiduci- 
ary can afford to handle to his and the 
beneficiaries' best interest. For a great 
many people the most economical solution 
may be the use of a good life insurance 
program; some may best be handled by the 
family lawyer friend. The best decision 
will always be that one which best serves 
the needs of the beneficiaries. 


HOT WEATHER NOTES......A Swimming pool 
has been provided for the use of its em- 
ployees by a small tool company in New 
Jersey. This may start a new custom: a 
"pool=-break", following the coffee-break 
eeeeeA Life Insurance survey notes that 
business executives are getting thinner, 
Supposedly around the middle. They have 
been getting thinner on top for a long 
time trying to keep employees, government 
officials and even customers happy..... 
Heat-pumps for residence and office are 
considered feasible, pumping thermal units 
out of buildings onto the street The Ped- 
estrian's lot is not a happy one..... 
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Congress keeps plumping for more and more 
old-age and idle pay. Government deficit 
spending and 
wage-hikes 
keep breeding 
inflationary 
prices so this 
Should be good 
politics every 
few years. 
Meantime, peo- 
ple keep sav- 
ing more money. 
"Economic com- 


mentators" 
hail this 
growth as as-= 
surance that 
consumers can 
"absorb in- 
creasing quan- 
tities" of goods. They'll be lucky if they 
can absorb increasing prices, except where 
they get over-average wage or salary 
boosts....e-A recent tally showed 171 com- 
panies have omitted dividend payments in 
the first half of this year (vs. 77 last 
year) and 282 so far have reduced (vs. 64 
last year). The stock market makers took 
this cheerfully, with the D.J. industrial 
average closing over 500......The leader 
of Jehovah's Witnesses, following the ex- 
ample of an English cardinal, predicted 
that we are at the end of the world. 
Security-buyers however were discounting 
corporate earnings for from two to twenty 
years ahead. 





I don’t handle that 
(One cf baby photos in July issue of 
Chase Manhattan Bank News.) 





New Common Trust Funds 


The following Common Trust Funds should be added to 
the lists previously published in TRUSTS AND ESTATES. 


Starting Date Bank Type 
12- 3-56 Montgomery County Bank & Trust Co., 
Norristown, Pa. __. L 
3- 1-57 Merchants National Bank, 
Allentown, Pa. _. L 
6-30-57 Hackley Union National Bank & Trust 
Co., Muskegon, Mich. D 
8- 1-57 Altoona (Pa.) Trust Co. L 
8-31-57 Union Bank & Trust Co., Helena, Mont. CS(D) 
8-31 57 Union Bank & Trust Co., Helena, Mont. CS(D) 
8-31-57 Union Bank & Trust Co., Helena, Mont. FI()D) 
9- 3-57 National Bank of Boyertown, Pa. L 
10- 1-57 Citizens & Southern National Bank, 
Columbia, S. C. _.... e L 
11- 1-57 Farmers Bank of Nansemond, 
Suffolk, Va, D 


11- 1-57 Everett (Wash. ) Trust & Savings Bank CS()) 
11-14-57 National Bank of Westchester, 
White Plains, N. Y. - es L 
1-31-58 First National Bank, 
Albuquerque, N. M. __. D 
4-30-58 First National Bank, Allentown, ic: re | 
5-29-58 City Bank & Trust Co., Reading, Pa; fh 
6-30-58 Riverside Trust Co., Hartford, Conn, _.. D 
Code—D: Discretionary; L: Legal; CS: Common Stock; FI: Fixed Income 


— 
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ne DEALERS IN 


3 State, Municipal and Public Housin 
Agency Bonds and Notes 


' The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


HASE MANHATTAN 
BANK 


CHARTERED 1799 
Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 
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Summary and Analysis of 


FINAL ESTATE TAX REGULATIONS 


HE FINAL REGULATIONS UNDER THE 
§ peo tax were released on June 23, 
1958, nearly four years after the adop- 
tion of the 1954 Code’ and two years 
after the publication of the proposed 
regulations.” I shall try to point out 
the differences between the final regu- 
lations under the 1954 Code and the 
regulations under the 1939 Code, with 
references to the changes which the final 
regulations made in the proposed regu- 
lations, where they seem pertinent to a 
better understanding of the final regu- 
lations. 

Presumably, the primary purpose of 
the new regulations is to explain the 
amendments made by the 1954 Code. In 
addition, however. they frequently ex- 
pand the treatment of the topics under 
the previous regulations and_ incor- 
porate rulings and decisions which the 
Treasury is willing to accept, at least 
for the moment. There are, however, a 
number of uncertainties connected with 
the estate tax which the new regulations 
fail to resolve. 

Although in general the final regu- 
lations follow the proposed form, the 
Treasury was even more reluctant to 
commit itself on controversial issues, In 
studying the regulations, it is, of course, 
important to consider not only what 
they say, but what they do not say. In 
attempting to ascertain the Govern- 
ment’s attitude toward the problems 
which arise under the estate tax, it is 
necessary to discover not only the 
propositions to which the Treasury is 
committed, but those from which it 
withholds its assent. 


Computation of Tax 


Although the 1954 Code made no 
change in the rates under the estate tax, 
it simplified the computation of the tax 


1August 16, 1954. 

“October 16, 1956. For discussions of the pro- 
posed, regulations see J. Nelson Young, Proposed 
Estate Tax Regulations, Part I, 95 Trusts AND 
ESTATES 1080 (1956); Vance N. Kirby, Proposed 
Estate Tax Regulations, Part II, 96 Trusts AND 
ESTATES 12 (1957); Leroy E. Rodman, Estates of 
Nonresidents not Citizens, 96 TRUSTS AND ESTATES 
79 (1957); James P. Johnson, The Proposed Fed- 
eral Estate Tax Regulations, 34 Taxes 822 (1956). 
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CHARLES L. B. LOWNDES 





Mr. Lowndes is James B. Duke Professor 
of Law at Duke University School of Law, 
Durham, N. C., where he has been teaching 
since 1934. His extensive writings on tax- 
ation reached their peak with the publica- 
tion in 1956 of his and Robert Kramer’s 
highly regarded book “Federal Estate and 
Gift Taxes” (Prentice-Hall, Inc.). He will 
also be remembered for his account of “50 
Years of Fiduciary Taxation” in the golden 
anniversary issue of Trusts AND EsTATES 
(March 1954). Professor Lowndes, a_ gra- 
uate of Harvard Law School, is a member 
of the New York, North Carolina and Dis- 


trict of Columbia Bars. 





by combining the basic and additional 
taxes under the 1939 Code into one tax 
with a single $60,000 exemption. The re- 
vised schedule of rates required mechan- 
ical changes in the method of computing 
the credit for state death taxes and a 
new formula for ascertaining the amount 
of the basic and additional taxes separ- 
ately in the few instances where this is 
still necessary. These changes are noted 
in the new regulations.* 


Credit for Tax on Prior Transfers 


One of the points at which silence 
of the final regulations poses an in- 
triguing problem is the credit for tax 
upon prior transfers, introduced by the 
1954, Code. The Code converted the de- 
duction for prior taxed property into a 
credit for the estate tax upon prior 
transfers. One of the alleged advantages 
of the credit is that it dispenses with 
any requirement of tracing the prior 
taxed property into the estate of the 
decedent. This leads to some bizarre re- 
sults. Thus, credit may be claimed by 
the decedent’s estate for the tax imposed 
upon prior taxed property, even though 
the property cannot be taxed to the de- 

8The new schedule of rates is reproduced in sec- 
tion 20.2001-2 of the proposed regulations and sec- 
tion 20.0-2(c) of the final regulations. The compu- 
tation of the credit for state taxes is dealt with in 
section 20.2011-1(b) of both the proposed and final 
regulations; and the method of computing the basic 
and additional taxes separately is indicated in sec- 
tion 20.2011-1(d) under both sets of regulations. 
With the exception of the first two sections, the 
numbering of the proposed and the final regula- 
tions is the same. Since the context will indicate 
which version of the regulations is referred to, 


they will be cited indiscriminately without the pre- 
fixes “‘proposed” and “‘final.”’ 


cedent’s estate, and the decedent’s estate 
may be denied a credit for the prior 
tax upon part or all of the property, 
which is included in the decedent’s es. 
tate. 

For example, if A dies and _ leaves 
Blackacre to B for life, with remainder 
to C, upon B’s death his estate will be 
entitled to a credit for the estate tax 
which A’s estate paid upon the value 
of B’s life estate, even though no part 
of Blackacre is taxable to B’s estate.‘ 
Moreover, if C dies after B, his estate 
can only claim credit for the part of 
the tax which A’s estate paid on the 
value of C’s remainder in Blackacre, 
even though the entire property is taxed 
to C’s estate at his death.® 

The proposed regulations provided 
that if the interest which the decedent 
received from the transferor could not 
be valued by recognized actuarial prin- 
ciples, it should be “considered for pur- 
poses of section 2013 to have no value.” 
Apparently, this means that if the de- 
cedent inherited a contingent interest, 
where the contingency was something 
other than survivorship, the estate could 
not claim any credit for prior tax, even 
though the contingency occurred before 
the decedent’s death and the full value 
of the property was taxed to his estate. 
Vance N. Kirby protested against this 
result in the pages of this periodical’ 
and suggested that the contingent inter- 
est should be valued as though the con- 
tingency did not exist, where the re- 
mainder vested before the death of the 
decedent, in order to allow the de- 
cedent’s estate a credit for the prior 
tax. 

The final regulations omit the sen- 
tence in the proposed regulations to the 
effect that an interest which cannot be 
valued actuarially will be treated as 
having no value. It is not clear whether 
by deleting this sentence the Treasury 
intends to indicate its willingness to al- 

‘Sec. 20.2013-4(a), Example (2). 

sIbid. 

Sec. 20.2013-4 (a). 

TVance N. Kirby, Proposed Estate Tax Rezula- 


tions, Part II, 96 Trusts AND Estates 14 «t 15 
(1957). 


TRUSTS AND Est: TES 





ee en a a 


low 
It s 
tern. 
to \ 
for 
valu 
ting 
T 
whe 
the 
cise 
the 
don 
the 
the 
sub 
incl 
tion 
was 
pro 
incl 
of t 
ferc 
the 
clai 
esta 
whe 
the 
inte 
thai 
wol 
dea 
ced 


ac 





tate 
rior 
rty. 


ives 
ider 
| be 

tax 
alue 
part 
ite.? 
tate 
: of 
the 
cre, 
xed 


ded 
lent 

not 
rin- 
pur: 


de- 
rest, 
ling 
vuld 
ven 
fore 
alue 
fate. 
this 
cal’ 
iter- 
con- 

re- 

the 

de- 
rior 


sen- 
the 

. be 
as 
ther 
sury 
al- 


rula- 
t 15 


‘TES 








low a credit for a contingent interest. 
It seems somewhat unlikely that the In- 
ternal Revenue Service will subscribe 
to Mr. Kirby’s theory and allow a credit 
for a tax upon a contingent interest by 
valuing the interest as though the con- 
tingency did not exist. 

The new regulations provide that 
where a decedent acquired property as 
the result of the exercise or non-exer- 
cise of a taxable power of appointment, 
the donee of the power, rather than the 
donor, is regarded as the transferor for 
the purpose of computing the credit for 
the prior estate tax on the property 
subject to the power, if the property was 
included in the donee’s estate under sec- 
tion 2041.8 Apparently, if the power 
was a non-taxable power, so that the 
property subject to the power was not 
included in the donee’s estate, the donor 
of the power will be treated as the trans- 
feror of the property. Whether or not 
the decedent’s estate will be entitled to 
claim a credit for part of the donor’s 
estate tax appears to depend upon 
whether any credit will be allowed for 
the tax upon the transfer of a contingent 
interest, since there was no certainty 
that the property subject to the power 
would vest in the decedent at the donor’s 
death, and any interest which the de- 
cedent had at that time was obviously 
a contingent interest. 

In computing the tax for prior trans- 
fers. the tax paid by the transferor’s 
estate is determined by taking part of 
the transferor’s adjusted estate tax pro- 
portionate to the ratio between the prior 
taxed property and the transferor’s ad- 
justed taxable estate. For this purpose, 
the value of the prior taxed property 
must be reduced by any obligation im- 
posed with respect to the property by 
the transferor. In addition to illustra- 
tions which appeared in the proposed 
regulations, the final regulations add an- 
other example, where the transferor left 
the decedent his residuary estate, out of 


Sec. 20.2013-5 (b). 
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which the claims against the estate were 
to be paid, and these claims were paid 
out of the income of the estate and 
furnished by the decedent. According to 
the final regulations, the value of the 
property for the purpose of computing 
the estate tax paid upon it by the prior 
decedent’s estate is limited to the value 
of the prior decedent’s residuary estate, 
less any claims against the estate paid 
out of the income of the estate and the 


funds furnished by the decedent.® 


Valuation 


Although the 1954 Code did not in- 
troduce any new rules for valuing es- 
tates, the proposed regulations made a 
number of innovations. Some of these 
have in turn been modified by the final 
regulations. 

Under the regulations for the 1939 
Code, stocks for which there were no 
quotations on the valuation date were 
valued by taking a weighted average 
of the mean between the highest and 
the lowest sales on the nearest date be- 
fore and the nearest date after the valu- 
ation date. The new regulations modify 
this rule by using only trading days in 
making up the weighted averages.’ 

The proposed regulations finally rec- 
ognized “blockage;” that is, they con- 
ceded that a block of stock, which is so 
large that its sale would depress the 
market, may be valued “in certain ex- 
ceptional cases” according to the prob- 
able selling price of a block of stock of 
that size, rather than the selling price 
for an individual share. At the same 
time, the proposed regulations noted the 
possibility that a block of stock, which 
carried corporate control, might sell at 
a premium and might, therefore, have 
to be valued above the market price for 
single shares. The final regulations re- 
affirm the recognition of this dual aspect 
of blockage, with the additional admoni- 
tion that “complete data in support of 
any allowance claimed due to the size 
of the block of stock being valued must 
be submitted with the return.”!! 

Partners or shareholders in a close 
corporation frequently make agreements 
under which upon the death of one of 
the associates the survivors shall be 
bound, or entitled, to purchase the de- 
cedent’s interest at a stipulated price. 
The question then arises whether the 
purchase price set in the agreement will 
be accepted for the purpose of valuing 


Sec. 20.2013-4(b), Example (4). 


19Sec. 20.2031-2(b). The final regulations give an 
additional example of this computation, which 
seems to add nothing new in principle, where the 
valuation date is a Sunday, which, along with the 
preceding Saturday, was not a trading day. 


Sec. 20.2031-2(e). 
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the interest in the business under the 
federal estate tax. Although the cases 
are confused, their general import is to 
distinguish between a bona fide busi- 
ness arrangement, which will be ac- 
cepted for valuation purposes, and a 
testamentary transfer disguised as a 
business purchase agreement at a bar- 
gain price, which has no effect upon 
valuation.’* Apparently, the proposed 
and final regulations, under the pecu- 
liarly inapt title of “Securities subject 
to an option or contract to purchase,”!* 
attempt to verbalize this distinction, 
although they encounter various lin- 
guistic difficulties along the way. 

It is not at all clear why the proposed 
regulations, and for that matter the final 
regulations too, deal with this problem 
under the heading of “securities subject 
to an option or contract to purchase.” 
Business purchase agreements usually 
involve agreements to purchase shares of 
stock in close corporations and partner- 
ship interests. They are seldom di- 
rected at “securities” in the sense of 
bonds or secured notes. It is fairly ob- 
vious that the regulations with regard 
to contracts and options to purchase 
“securities” are designed to cover the 
purchase of business interests. This ap- 
pears from the related discussion under 
insurance in the proposed regulations 
which deals with agreements for the 
sale of partnership interests and shares 
of stock which are funded with life in- 
surance.'* Even the final regulations, 
however, refer to contracts and options 
to purchase “securities,” and talk in 
terms of the purchase of “securities,” 
rather than business interests. 

It is generally held that a business 
purchase agreement will not control the 
value of an interest in a business under 
the estate tax if the decedent was free 
to dispose of the interest at any price 
he saw fit during his life. This is recog- 
nized by the new regulations.!° The pro- 
posed regulations said, however, that 
“Ordinarily, no effect will be given to 
an option or contract under which the 
decedent is free to dispose of the under- 
lying securities at any price he chooses 
during his life,” while the final regula- 
tions say that “little weight” will be 
given to such an arrangement. Pre- 
sumably, the difference here, if any, is 
that under the final regulations the de- 
pressing effect of the agreement upon 
the value of the stock may be taken into 

12See Lowndes and Kramer, Federal Estate and 
Gift Taxes, 533-540 (1956). 

13Sec. 20.2031-2(h). 

M4Sec, 20.2042-1(c) (6) referred to “arrangements 
for the purchase of partnership interests or cor- 


porate shares from a decedent’s estate.” 
Sec. 20.2031-2(h). 
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consideration, although it will not weigh 
very heavily, while under the proposed 
regulations, the agreement could not be 
considered at all. 


The proposed regulations provided 
that purchase agreements should not 
control valuation, even though they re- 
stricted the sale of the decedent’s inter- 
est during his life, unless full and ade- 
quate consideration was given for the 
contract or option to purchase the de- 
cedent’s interest. Then they went on to 
create a presumption of such considera- 
tion if the contract was “arrived at as 
a result of arm’s length bargaining be- 
tween strangers,” and to provide that 
there should not be any such presump- 
tion where the agreement was entered 
into “by the decedent and those who 
are, directly or indirectly, the natural 
objects of his bounty.” 


Presumably, the purpose of the pro- 
posed regulations was to distinguish 
bona fide business arrangements, which 
would be accepted for valuation pur- 
poses, from disguised testamentary trans- 
fers, which would not; but it is doubtful 
whether the language employed achieved 
this purpose. The test of an acceptable 
agreement under the proposed regula- 
tions was whether adequate and full con- 
sideration was given for the option or 
contract. A disguised testamentary trans- 
fer might fit into this description. 

For example, suppose that there are 
twin bachelor brothers, each of whom 
owns 50 per cent of X Corporation, and 
each of whom is the sole beneficiary 
under the other’s will. They agree that, 
upon the death of one, the survivor may 
buy his stock for $10,000, which is only 
a fraction of its real value. They also 
agree that during their lives neither 
will sell his stock without first offering 
it to the other for $10,000. Obviously, 
this price should not control the value 
of the stock for estate tax. Since the 
survivor will be the sole beneficiary of 
his brother’s estate, the price he pays 
for the stock is immaterial; it is simply 
a bookkeeping item. It would seem, 
however, that the price set for the stock 
in the purchase agreement would have 
been controlling under the proposed reg- 
ulations. Since each brother had an 
equal chance of acquiring the other’s 
stock, it would appear that the contract 
or option to purchase the stock, as dis- 
tinguished from the transfer of the stock 
itself, was supported by an adequate and 
full consideration in money or money’s 
worth. 


The final regulations'® seek to achieve 


16Sec. 20.2031-2(h). 


the objective at which the proposed } »g. 
ulations aimed in simpler and more 
forthright language. Even where there 
is an agreement to purchase a busir ess 
interest, or in the esoteric language of 
the regulations “securities,” under which 
the sale of the interest is restricted cur. 
ing the decedent’s life, the purctiase 
“price will be disregarded in determin ing 
the value of the securities unless i: is 
determined under the circumstances of 
the particular case that the agreement 
represents a bona fide business ar. 
rangement and not a device to pass the 
decedent’s shares to the natural object 
of his bounty for less than an adequate 
and full consideration in 
money's worth.” 

It is true that the final regulations 
simply point out that there are bona fide 
business purchase agreements, which 
will be acceptable for valuation pur. 
poses, and disguised testamentary trans. 
fers, which will not, without undertaking 
to supply concrete tests by which to de. 
termine the category into which a speci- 
fic agreement falls. Perhaps the whole 
point could have been stated more 
simply by saying that the purchase price 
in a bona fide business purchase agree: 
ment between strangers will be accepted 
for valuation purposes, while the pur 
chase price in an agreement between the 
decedent and a natural object of his 
bounty will be accepted only to the ex: 
tent that it actually represents the fair 
market value of the business interest 
apart from the agreement. However. the 
meaning of the final regulations seems 
clear enough. At least they express an 
intelligible ideal, even though they fall 
short of indicating how this ideal is to 
be translated into practice in a specific 
case.1? 

The final regulations contain a new 
paragraph dealing with the taxation of 
corporate dividends, which is apparentl) 
designed to close a gap which existed 
under the previous regulations. For 
many years, the regulations have pro- 
vided that dividends on corporate stock 
must be listed as part of a deccased 
stockholder’s estate, where the dividends 
accrued at the date of the stockholder's 
death.1® Since the regulations recognize 
the record date as the date when divi- 
dends accrue, this means that if a stock- 
holder dies after the record date. but 
before the dividend is paid, the dividend 


(Continued on page 758) 


money or 


17$ection 20.2031-2(f) of the new regulatic 1s ex 
pands somewhat the valuation of stocks an¢ bonds 
for which selling prices or bid and asked prices are 
unavailable and whose valuation is not fixe: by 4 
purchase agreement. 


18$ee Lowndes and Kramer, Federal Esta‘2 and 3 


Gift Taxes 466-468 (1956). 
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New Estate Tax Regulations on 


ESTATES OF NONRESIDENTS Nov CITIZENS 


LTHOUGH THE INTERNAL REVENUE 

Code of 1954 made only one major 
change in the law relating to estates of 
nonresidents not citizens, namely that 
relating to situs of stock in foreign cor- 
porations, the new Estate Tax Regula- 
tions represent a drastic revision of the 
former version. The most significant 
change stems from the fact that the new 
Regulations present an orderly arrange- 
ment of the pertinent provisions. 

The average practitioner is confronted 
only infrequently with an estate of a 
nonresident not a citizen of the United 
States. It is therefore a boon to such a 
practitioner to find most of the relevant 
material within the compass of a few 
sections of the Regulations: 20.2101-1 
through 20.2106-2. Heretofore this in- 
formation was to be found in various 
parts of the Regulations. To the extent 
that related material is not set forth in 
these Sections, Section 20.2101-1 aids 
the practitioner by cross-references. 

In part, the improvement results from 
the fact that the 1954 Code grouped 
most of these sections. A review of the 
sections will more clearly highlight the 
integrated pattern. 

Section 20.2101-1 points out that the 
tax levied by Code Section 2101 is com- 
puted at the same rate as the tax on es- 
tates of citizens and residents of the 
United States. Section 20.2102-1 con- 
firms that state death tax credits, gift tax 
credits, and credits for tax on prior 
transfers are allowable in the case of es- 
tates of nonresidents not citizens, al- 
though no credit is allowed for foreign 
death tax. 

Gross estate for a nonresident who is 
not a citizen of the United States is de- 
fined in Section 20.2103-1 as including 
only that part of the entire gross estate 
which is situated in the United States. 
Section 20.2104-1 then lists as property 
having a situs within the United States 
the following: 


real property 
United States 

tangible personal property located 
within the United States, excluding 
certain works of art on loan for ex- 
hibition 


located within the 
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written evidence of intangible person- 
al property which is treated as be- 
ing the property itself, such as a 
bond, provided it is physically lo- 
cated within the United States 

intangible personal property the writ- 
ten evidence of which is not treated 
as the property itself, if it is issued 
by or enforceable against a resident 
of the United States or a domestic 
corporation or a governmental unit 

shares of stock of domestic corpora- 
tions, regardless of the location of 
the certificates 

bank accounts if the decedent was en- 
gaged in business in the United 
States at the time of death. 


In the same section it is pointed out 
that property which is the subject of a 
transfer in contemplation of death, or 
which is revocable or otherwise included 
in gross estate because of a retained life 
estate or because the transfer is to take 
effect upon death, will be included in 
the gross estate of a nonresident not a 
citizen of the United States, if the prop- 
erty is situated in the United States 
either on the date of transfer or at the 
time of the decedent’s death. This sec- 
tion highlights a hazard often over- 
looked in planning estates of nonresi- 
dents not citizens. Section 20.2104-1 (c) 
declares that these rules of situs may be 
modified by an applicable death tax con- 
vention. 

Property deemed to be situated out- 
side the United States is defined in Sec- 
tion 20.2105-1 as including: 


tangible personal property located 
outside the United States 

certain works of art on exhibit in the 
United States or on route 


written evidence of intangible person- 
al property itself, such as a bond, 
provided it is not physically located 
within the United States 

obligations of the United States is- 
sued before March 1, 1941, regard- 
less of location, if the decedent was 
not engaged in business in the 
United States at the time of death 

other intangible personal property the 
written evidence of which is not 
treated as being the property itself, 
if the same is not issued by or en- 
forceable against a resident of the 
United States or a domestic corpo- 
ration or governmental unit 

shares of stock of foreign corporations 
regardless of the location of the cer- 
tificates 

amounts received as insurance on the 
decedent’s life 

bank deposits if the decedent was not 
engaged in business in the United 
States. 


Deductions and exemptions are cov- 
ered in Sections 20.2106-1 and 20.2106- 
2. In general the deductions allowed to 
estates of nonresidents not citizens are 
the same as those granted to estates of 
residents or citizens. Charitable deduc- 
tions however, are limited to those made 
to United States charities and to trustees 
for use within the United States. Deduc- 
tions for expenses, indebtedness, taxes 
and losses are allowable only in the pro- 
portion that the property located within 
the United States bears to the entire 
gross estate. In order to obtain such de- 
ductions, the estate must disclose all as 
sets, wherever located. If the estate is 
willing to forego such deductions, it is 
not obligated to disclose property sit- 
uated outside the United States. 

Section 20.2106-2(b) sets forth the 
evidence which the executor must sup- 
ply in order to establish the estate’s right 
to such deductions. The executor must 
furnish a certified copy of the schedules 
which the estate may be required to file 
under the foreign death duty act. If no 
such schedules are filed in the foreign 
country, a certified copy of the schedules 
filed in the foreign court supervising the 
estate may be utilized. If none of ‘hese 
is available, a statement of the foreign 
executor may be substituted. 


(Continued on page 715) 
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Will-Making Habits 


RECENT STUDY POINTS UP EDUCATIONAL NEED 


Vice President, The Purse Company, Chattanooga, 


TUDIES I HAVE MADE OF PROBATE 
‘eee in different counties in the 
North, as well as those made by students 
at the Graduate School of Banking, have 
developed a similar pattern. The differ- 
ences were largely in degree, based on 
the wealth of the particular county and 
the age, standing and new business ef- 
forts of the local trust institutions. 

Otherwise, the will-making habits 
were not unlike. There was the usual 
carelessness in making wills, with 50% 
of all estates intestate. The percentage of 
intestacy scaled down rapidly as the size 
of the estates increased. The age of wills 
fell into three brackets: 1 were less 
than one year old; 1 were between one 
and five years old: 1 were over five 
years old. 
~ Successive checks showed women leav- 
ing more estates both in number and in 
dollar volume. 


Florida Study 


Recently, I completed a study of the 
probate records of a prosperous and 
growing county in Florida where the 
records might disclose interesting varia- 
tions from the norm. The area had sus- 
tained a population increase of 250% 
since 1950. Assessed valuation was $97 
million in 1950 and $224 million in 
1958 

Much of the growth in both popula- 
tion and wealth was due to an influx of 


retired or semi-retired people. Florida 
offered them a mild climate, lower cost 
of living, and favorable tax rates. The 
$5.000 homestead exemption and_ the 


cons‘itutional banning of any inheri- 
tan’ or estate taxes beyond the amount 
set »y the Federal Government were 
spe: al advantages, nullified only partial- 
ly | the doubling of the Florida intan- 
gib'-s tax. 

goodly number of the people at- 
tre ed to the area have substantial 
me. is. Their average age is older than 
in .» ost areas of the country. The home- 
st’ | exemption prompts them to take 
0. “lorida citizenship. By law an execu- 
te. or administrator of a Florida estate 


A: cust 1958 


ALBERT JOURNEAY 


must be a resident of Florida or a blood 
relative within the 3rd degree. 

These factors created a need for cap- 
able and alert trust institutions as well 
as for attorneys and life underwriters 
trained in estate work and estate plan- 
ning. The rapid growth of some trust 
departments in Florida carries out this 
assumption. 

For the purpose of my investigation I 
took the estates over $10,000 probated 
in a recent 18 month period. Admitted- 
ly, a 5 year period would have been bet- 
ter but I doubt that a broader picture 
would change the results. 


Probate Records Disclose 


1. 31.5% of the wills were less than 
1 year old. Many were death bed wills, 
presumably not drafted under ideal con- 
ditions for the wise distribution of the 
testator’s estate. 

2. 42.5% of the wills were made with- 
in one month to 5 years of death. These 
would include the documents most care- 
fully planned in the light of modern 


techniques. 
3. 26% were “old wills,” i.e., over 5 
years old, probably not reflecting 


changes in family situations or economic 
conditions, and possibly not taking ad- 
vantage of tax saving devices such as 
the marital deduction. One will, written 
on May 1, 1908, before the testator be- 
came a Florida resident, left the entire 
estate to a woman whose relationship 
was not indicated and named her the 
executrix. She and the three witnesses 
predeceased the testator. Consequently 
an administrator c.t.a. was appointed by 
the court and the property was divided 
among six surviving brothers and sis- 
ters. 

Estates in which it was necessary to 
appoint an administrator, an administra- 
tor c.t.a. or to have ancillary admini- 
stration amounted to 26% of the num- 
ber of all estates and 15% of the total 
dollar volume. 

It has often been said that women 
control as much as 80% of the nation’s 
wealth. There is nothing in the probate 


Tennessee 


records to indicate this is so. But they 
do control a substantial portion of the 
wealth and their share seems to be in- 
creasing. 

A comparison of estates left by wo- 
men as against those left by men shows 
that the female sex left 38.5% of the 
estates by number and 44.9% of the 
dollar volume. 

In the light of these figures it is evi- 
dent that women comprise a big section 
of the “trust market.” They should have 
an important place in a trust institu- 
tion’s development plans. 

A check of the months in which the 
wills were written showed a fairly even 
distribution over the year with January 
slightly under the other months. This 
should indicate that there is nothing 
seasonal about will business. 

However, local trust officers report 
they usually have an influx of wills in 
April and May, as some people take last 
minute action before going North for 
the summer, and in October and Novem- 
ber when they come back after discuss- 
ing their affairs with their family at- 
torney. 


How Trust Institutions Fared 


Only two of the banks in the county 
have trust departments. Both depart- 
ments are headed by experienced and 
competent trust officers. Both are ably 
supported by the bank management. One 
department has been established for 25 
years while the other began operations 
only 6 years ago. Naturally, the older 
department secured a greater number 
of the estates naming a corporate fiduci- 
ary. 

Estates where the trust institutions 
were named executor, administrator or 
administrator c.t.a., represented 15% 
of the total by number and 27% by 
volume. Healthy competition between 
the two departments and a growing 
awareness of the values of the corpo- 
rate fiduciaries’ services should move 
these percentages up rapidly. 

Since living trusts — which are be- 
coming increasingly popular as a means 
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of passing property from generation to 
generation — do not show up in probate 
records, it is possible that the trust insti- 
tution’s record is somewhat better than 
the report shows. As a case in point, one 
estate in which a trust institution was 
named executor showed only $6,000 as- 
sets. Yet this estate paid an estate tax of 
$42,000 based on a living trust of -which 
the trust institution was trustee. 

The judge of the County Court, a 
young, progressive official, was out- 
spoken in his approval of the character 
of work done by both institutions. He 
stated that their work was orderly and 
completed promptly. The estates were 
handled efficiently and closed without 
undue delay. 


Relations with Lawyers 


There are about 85 practicing attor- 
neys in the county. Of these, 29 firms 
appeared as attorney in at least one es- 
tate. Some 5 or 6 firms appeared to con- 
trol a majority of the probate business. 
While Florida law does not require that 
there be an attorney in every estate, 
nevertheless the custom of having one 
is adhered to locally. 

Generally speaking, the relationship 
of the attorneys and trust institutions 
seems most friendly, with mutual respect 


on both sides. Both banks lean backward 





in seeing that the estates in which they 
act are represented by the attorney who 
drew the will. While the feeling between 
the two groups is friendly, I could not 
find any evidence, in reading between 
the lines, that the bar as a whole was 
directing clients to the trust institutions. 
This indicates trust institutions must sell 
their business at the source. 

I have only hearsay to guide me in 
determining just how capable the attor- 
neys are in will drafting and estate plan- 
ning. One source reports that probably 
5 or 6 firms of attorneys, the two trust 
departments and perhaps two life under- 
writers are reasonably abreast of mod- 
ern methods of estate planning. This is 
no reflection on the bar, many of whom 
direct their talents in other directions 
and only rarely get into the probate 
field. 

The probate judge indicated that too 
many lawyers charged a small fee of 
$15 to $25 for drafting wills on the as- 
sumption that they would later share in 
the fees from the estate. In his opinion, 
the charging of fees more in line with 
the service would prompt a more thor- 
ough study of the subject and, conse- 
quently, develop better wills. 

One weakness — here as elsewhere — 
is said to be procrastination, both in 
preparing wills and in making the rou- 
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tine reports and accounting so that the 
estate may be settled promptly. A re. 
port in the local paper indicates that 
there are some 1,800 cases in the court, 
many of which could be closed if the re. 
ports would be made without unneces. 
sary delay. Some are so old they may 
never be closed. 


Where attorneys work with trust in. 
stitutions in settling estates the results 
seem satisfactory. The trust institution 
does most of the routine work, subject 
to the approval of the attorney. The at- 
torney makes any necessary court ap- 
pearances. Thus the attorney is free 
from detail but gets, in return for his 
efforts, a satisfactory fee. Where an at- 
torney does a good job in arranging an 
estate plan, the testator is likely to con. 
tinue to use his services. In many cases, 
this is worth far more than the fees the 
attorney might receive from the estate. 


Conclusions 


The purpose of this brief study was 
not to arrive at a pre-determined conclu- 
sion but rather to find out the facts. 
From them the following comments are 
indicated: 


(1) If the degree of intestacy, old 
wills, death bed wills, and inefficient es- 
tate planning is to be reduced the com- 
bined efforts of attorneys, trustmen, life 
underwriters, and c.p.a.’s and the press 
will be required. 


2. There is need for wider education 
and persuasion of people with estates. 
Since professional ethics prevent the at- 
torneys and c.p.a’s from advertising and 
solicitation, this task falls largely to the 
trust institutions. 


(3) The market for trust services falls 
into 2 groups (at least in Florida) : 


(a) Those already established in the 
community; the doctors, lawyers. real- 
tors, business men and women who have 
built successful careers. 


(b) New residents, including older 
people who have arrived in the last two 
or three years. Current lists of newcom- 
ers, especially those who are buying or 
building houses, can be secured from 
court house records, leads from rea!tors, 
the bank’s new account lists, leads {rom 
correspondent banks and life underwrit- 
ers. 


(4) Trust institutions, here and in 
similarly situated counties, face an un- 
usual opportunity. All that is necessary 
to take advantage of it is intelligent 
planning for acquiring new _busixess. 
The basic factors — competent trus: de- 
partments, a strong legal profession. 4 
good market — are all present. 
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LARGEST ELECTRONIC SYSTEM IN BANK USE 


The Datamatic 1000, newly installed at First National Bank of Boston, is said to be the largest 
single electronic data processing system at any bank in the world. Built and installed by the 
Datamatic Division of Minneapolis-Honeywell Regulator Co., the Datamatic 1000 is already 
handling records for checking accounts. Future applications include preparation of dividend 
checks for the Corporate Trust Division of Old Colony Trust Co. (the bank’s affiliate). 
Personal Trust Department accounting is under study. Here Donald French, Frank Cate, Jr., 
and Philomena Chludinski of the bank staff and Jeremiah Sullivan (rear) of Datamatic are 


at the central console testing the corporate trust and transfer program. Benjamin W. Taunton, 
assistant comptroller, is in charge of the Electronic Programming Center. 





FLORIDA TRUSTMEN ADD TO 
OPERATIONS MANUAL 


Five additional chapters have been 
completed for the Operations Manual 
produced last year by the Trust Opera- 
tions Committee of the Florida Bankers 
Association Trust Division. The new 
chapters are: Rules and Procedure for 
Setting Up New Accounts; Uniform 
Administrative Check List; Procedure 
in Handling Annual Accounting; Invest- 
ment Supervision and Review Procedure 
for Smaller Trust Departments; and Ac- 
cumulation of Income Tax Data for 
Trust Accounts. The current Trust Oper- 
ations Committee, which completed the 
new chapters, is headed by J. Scott Kir- 
ton. trust officer, First National Bank, 
Orlando. 


A A A 
TAXATION OF 
NONRESIDENT ESTATES 
(Continued from page 712) 


20.2106-1(a)(3) provides 


n applicable death tax convention 


Section 
that 


may alter the $2,000 exemption which is 
normally applicable in the case of estates 
of nonresidents not citizens. Repeated 
reference to death tax conventions is an 
important word of caution to the practi- 
tioner who customarily operates only in 
the ‘omestic areas. 

|» general the new regulations should 
be --lpful in clarifying the special rules 
ap} ‘cable to estates of nonresidents not 
Cliicens, 
Aucust 1958 


NABAC ELECTIONS 


Franklin D. Price, vice president of 
Texas National Bank in Houston, has 
been elected president of the National 
Association of Bank Auditors and Comp- 
trollers; Malcolm H. Gibson, vice presi- 
dent and cashier of Citizens Bank of 
Sheboygan, Wis., first vice president; 
Arthur C. Suhrbier, assistant editor of 
Continental Illinois National Bank & 
Trust Co. of Chicago, second vice presi- 
dent; and Donald J. MacDonald, auditor 
of Northern Trust Co. of Chicago, re- 
elected treasurer. 


Pennsylvania Trust Committees 
Named 


The following chairmen of the com- 
mittees of the Pennsylvania Bankers As- 
sociation Trust Division were named: 


Cooperation With the Bar: H. Wood- 
ward McDowell, vice president and trust 
officer, Central-Penn National Bank, 
Philadelphia 


Cost and Charges: John P. Brew, vice 
president and trust officer, Hazelton Na- 
tional Bank 

Employee Benefit Plans: John L. 
Propst, vice president, Mellon National 
Bank & Trust Co., Pittsburgh (who is 
also chairman of the Trust Division). 


Law of Decedents Estates and Trusts: 
William A. Draper, vice president and 
trust officer, Bryn Mawr Trust Co. 

Pennsylvania Bar Association Joint 
Conference Group: Harold E. Bright, 
senior vice president and trust officer, 
Berks County Trust Co., Reading 


Smaller Trust Departments: Joseph 
E. Fox, assistant vice president and 
trust officer, Altoona Trust Co. 


Taxation: William E. Magee, trust 
officer, Mellon National Bank & Trust 
Co., Pittsburgh 

Tri-State Trust Conference: Elmer C. 
Cates, executive vice president, secretary 
and trust officer, Doylestown Trust Co. 

Trust Department Operations: J, Har- 
old Stephens, assistant vice president, 
Provident Tradesmens Bank & Trust Co., 
Philadelphia 

Trust Development: William J. Cope- 
land, vice president and trust officer, 
Peoples First National Bank & Trust 
Co., Pittsburgh 

Trust Investments: Paul D. Reming- 
ton, vice president, Fidelity Trust Co., 
Pittsburgh 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust. busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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Federal Reserve Bank Reports 
11th District Trust Earnings 


Commissions and fees received by 
trust departments at member banks in 
the Eleventh Federal Reserve District 
rose almost 19% in 1957, attaining a 
level of $7,310,000. In 1957, 35 trust de- 
partments of a possible 52 with commis- 
sions and fees in excess of $10,000 were 
able to participate in the earnings and 
expenses survey conducted annually by 
the Federal Reserve Bank of Dallas. 
These 35 departments received 1957 
commissions and fees of $6,462,912, or 
almost 90% of total member bank trust 
income in the District. The nine larger 
trust departments (income $300,000 or 
more) showed combined 1957 commis- 
sions and fees of $4,803,826, or 75% of 
the total. 


The accompanying table indicates in- 
come distributions, net earning ratios, 
and selected memorandum items for the 
trust departments in each of four size 
groups. Within each size group, trust de- 
partments have been segregated into 
those which reported net profits and 
those which reported net losses before 
adjustment for deposit credits. 


For all 35 survey banks, personal and 
corporate trusts provided 46.2% of com- 
missions and fees received in 1957, agen- 
cies furnished 25.8%, estates contributed 
21.6%, and pension and profit-sharing 
trusts provided the remaining 6.4%. 
Larger trust departments showed less de- 
pendence upon corporate and personal 
trusts, whereas agency accounts and pen- 
sion and profit-sharing trusts are rela- 
tively more important at these banks. 
Trust departments with relatively large 
income from pension and profit-sharing 
accounts tended to fall into the “net loss” 
columns. After adjustment for deposit 
credits, however, the net profits of these 
departments compared favorably with 
the profits ratios of other departments. 
This fact illustrates a significant funda- 
mental of trust banking — operations 
which are not profitable from the stand- 
point of trust operations alone may be 
important sources of income for the bank. 


Of the trust departments represented 
in the survey 19 were allowed credits for 
the deposit of trust funds in the parent 
bank. These totaled $1,079,554 or 16.7% 
of total commissions and fees received 
by all survey banks. At an average rate 
of 2.2% allowed on deposits, the dollar 
amount of deposit credits suggests that 
at the 19 banks which follow the prac- 
tice of allowing deposit credits, the vol- 
ume of trust funds on deposit averages 
around $50 million. 
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Distribution of Income for 11th District Trust Departments, 1957 
(Percent of total commissions and fees) 





35 banks with total <r 
commissions end fees of: 














$10, 000-$40, 000 $40, 000-$100, 00C Over $300,000 
Net Net Net Net $100, 000- Net Net Seber 
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*In order to avoid disclosing figures for individual trust departments, data for banks showing profit- 


able and unprofitable trust operations, respectively, 


ments in this size group had net losses in 1957. 


are not reported separately. Four of the five depart- 


%Based on renorted rates only; excludes banks which do not allow a credit for deposits. 
Note: The ratios are derived from aggregate dollar totals and not averages of individual bank ratios. 





Excluding deposit credits, trust depart- 
ment net earnings before income taxes 
amounted to $260,998 or 4% of commis- 
sions and fees received. Eighteen of the 
survey banks showed net profits on trust 
operations; 17 indicated net losses be- 
fore adjustment for deposit credits. 

Personal accounts provided 82.3% of 
total commissions and fees, while cor- 
porate accounts contributed 17.7%. 
Slightly more than half of the income 
from agency accounts was derived from 
corporate agencies, but only 9.4% of in- 
come from personal and corporate trusts 
was furnished by corporate accounts. 

For all trust departments as a group, 
expenses for employees’ salaries and 
wages represent the largest expense 
item. In most cases, trust departments 
which showed net losses had relatively 
smaller ou'lays for officers’ salaries than 
did the profitable departments in their 
own size groups. 

Among the 21 trust departments able 
to report income and expense data for 
personal and corporate trust accounts, 
respectively, the costs of servicing per- 
sonal accounts amounted to 96.2% of 
the income received, while the expenses 
involved in handling corporate accounts 
came to 90.4% of the income. Expenses 
for officers’ salaries constitute a much 
smaller percentage of total expenses in 
the handling of corporate accounts than 
for personal accounts. In addition to the 
greater profitability of corporate ac- 
counts, it may be noted that these ac- 
counts are especially important in bring- 
ing funds into the bank. Deposit credits 
allowed on funds deposited in connection 
with corporate trust functions amounted 
to 21.6% of the income derived from 
corporate accounts, whereas deposit 
credit allowed on funds deposited in con- 


nection with personal trust functions 
came to only 13.2% of the income from 
personal accounts. 

Seven trust departments were able to 
provide detailed income and _ expense 
data for each of the major types of trust 
department accounts. Pension trusts ex- 
penses amounted to 131.7% of the in- 
come derived, but all other types of ac- 
counts were handled profitably at the 
seven banks. Corporate trusts led the list 
in profitability, followed by estates. cor- 
porate agencies, personal trusts, and per- 
sonal agencies. Each of these seven trust 
departments had commissions and fees 
in excess of $250,000 in 1957, and their 
combined net earnings amounted to 
5.9% of total commissions and fees. 

As of December 31, 1957, the nine 
larger trust departments in the District 
held approximately half of all personal 
accounts, representing almost three- 
fourths of total carrying value. They also 
administer approximately half of all 
bank-administered corporate trusts in the 
District but the carrying values of these 
trusts amount to almost 97% of total 
carrying values in the District. In all. 
the survey banks were administering 
10,763 personal accounts, 596 corporate 
trusts, and 3,835 corporate agencies. 

Twenty-eight trust departments that 
reported in both the 1956 and 1957 trust 
surveys, showed a 16.2% growth in com- 
missions and fees, or slightly less than 
the 19% growth at all member banks in 
the District. Income from all types of 


accounts showed sizable gains. The 
largest relative growth (24.1%) oc- 


curred in income from estates. Income 
from pension and profit-sharing accounts 
scored a 19.8% gain and income from 
personal and corporate trusts 17.) ‘%. 
Income from agencies rose 7.9%. 
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Insuring Uninsured 


Employee Benefit Plans 


ALFRED S. HOWES 


Connecticut Mutual Life Insurance Co., New York 


Why Life Insurance for Employee 
Participants of Profit-Sharing 
Trust? 


1. The employer’s annual deposit is 
not increased by reason of the addition 
of life insurance. The share of each in- 
dividual employee is divided between 
the life insurance policy portion and the 
auxiliary account. Since the insured por- 
tion is carried on the books as the sum 
of the premiums paid in allocating the 
participant’s share, gain or loss is 
charged directly to the participant and 
not to the employer. 

2. Substantially larger death benefit 
protection is afforded the beneficiaries 
of the participants. 

3. Greater disability benefits can be 
afforded the participants through the in- 
clusion of the waiver of premium clause. 

4. Better employee morale, good will 
and loyalty will result. Over a period of 
years the employees will realize that the 
plan not only provides substantial bene- 
fits for them if they live, but will give 
far more benefits for their families, 
should they die. 

5. Greater incentive for the employee 
participants is created through the plan 
becoming a complete employee benefit 
plan. rather than just a profit-sharing 
trust which may accrue to them if they 
continue in the employ of the company. 

6. Many _ uninsured profit-sharing 
plans do not provide for lifetime bene- 
fits for a participant, but provide for a 
payment over a period of years (usually 
ten). The purchase of an insurance pol- 
icy on the life of a participant provides 
a guaranteed vehicle by means of which 
a monthly lifetime income may be paid 
to the participant. Furthermore, the an- 


nuit) rates are guaranteed as of the date 
the » olicy is issued, which normally pro- 
vide. greater income from a single pre- 
miu) annuity bought at retirement, be- 
caus’ of increasing longevity and be- 
cau. the annuity is provided at net 
rat 
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before Million Dollar Round 
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fear of what might happen to their fami- 
lies should they die and fear for their 
own future should they live, should en- 
hance the efficiency of each employee 
participant. 

8. Diversification of investments in a 
small profit-sharing trust is impossible, 
except where several _ profit-sharing 
trusts join together to pool their invest- 
ments, thereby forming a small-scale in- 
surance company of their own. This com- 
pany could hardly be classified in the 
same stature as the old line legal reserve 
life insurance companies with their hun- 
dreds of millions, or billions of assets. 

9. In the event of the death of the par- 
ticipant, there is a tax advantage under 
the insured plan which provides that all 
life insurance payments are income tax 
free. The uninsured plan is subject to 
income taxes at normal rates or at capi- 
tal gains rates, depending upon the pro- 
visions of the separation or the retire- 
ment of the employee. 

10. The inclusion of life insurance 
provides greater flexibility for the dis- 
tribution of trust assets and will reduce 
administrative problems in connection 
with such distribution, irrespective of 
whether the distribution takes place at 
death, disability, severance of employ- 
ment or retirement. 

11. Senior officers can be granted 
amazingly large life insurance death 
benefits during their participation in the 
trust. In many cases, a senior executive 
will never retire but will stay with the 
employer at a good salary until his 
death. In this event, the insurance bene- 
fits which may be paid free of income 
and capital gains taxes, increase substan- 
tially the net for his heirs. Under the 
uninsured plan, the only death benefit 
would be the vested portion of the execu- 
tive’s share. The cost of a like amount 
of life insurance, if purchased individ- 
ually, could be as much as six or seven 
times more, after income taxes, depend- 
ing upon the tax bracket of the officer. 


Why Life Insurance for Employee 
Participants of Pension Trust 
(1 to 50 lives)? 


1. The employer’s total cost is in- 
creased only slightly, and sometimes not 
at all, by reason of the addition of life 
insurance. Frequently, the uninsured 
plans appear to require a very small 
annual deposit in proportion to the in- 
sured plan, but this can be attributed 
only to the speed in which the funding is 
accomplished. The actual cost of a pen- 
sion plan to the employer will depend, 
however, on the mortality of the partici- 
pants, the interest rate actually earned 
on the investments and the charges for 
administration. Consequently, if the un- 
insured plan assumes a high rate of mor- 
tality, or a high severance rate, or high 
interest earnings and a low administra- 
tive expense, the employer will have to 
make up the difference at a later date if 
the actual expenses do not meet the anti- 
cipated estimates. This can result in low 
early deposits and very high deposits in 
later years. 

A fully insured plan normally requires 
a larger deposit in the early years, which 
builds up reserves for the later years. 
The cost to the employer in the later 
years reduces substantially. It will not be 
many years before the exact cost can 
be actually computed to compare the in- 
sured with the uninsured plan. However, 
the insured plan, when properly de- 
signed, will produce high early costs 
which will be established with a view to 
securing large income tax deductions in 
years when the company is prosperous. 
(It is axiomatic that employers do not 
adopt Pension Plans in years when losses 
are occurring.) Therefore, if an unin- 
sured plan postpones a portion of the 
contributions, the deduction on the in- 
come tax return of the employer will be 
lost if the profits of the employer dis- 
appear. (Stop and go, high-low, and 
other forms of postponing contributions 
by the employer, are helpful in produc- 
ing deductible contributions but they are 
not able to produce funds in a trust 
which have not already been deposited. ) 

If the uninsured plan invests in com- 
mon stocks, the employer can be placed 
in a real squeeze when stock prices drop. 
Usually the drop in the market will coin- 
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cide with poor business conditions for 


6. All pension trust plans provide for 





12. Upon receipt of the contributicn, 


the employer. Therefore, at a time when lifetime benefits for a participant. How- the trustee must earn the assumed ini *r. ” 
he needs to make up the drop in value ever, the purchase of an insured policy est rate from the day of receipt for 255 
of the stock market investments to keep on the life of a participant provides a days, otherwise an additional deposit \ il] - 
the pension actuarially sound as required guaranteed vehicle for the payment of — be required by the employer. fer 
by law, he is least able to fund the dif- the monthly benefit. The uninsured plan 13. An actuary must be emplo:ed of 
ference and least likely able to deduct does not guarantee to pay a life income, each year to evaluate the fund and to a 
the increased contribution as an expense _ except to the extent of the funds held by _ certify to the Treasury Department a: to - 
on his income tax. If the stock prices the trustee. Consequently, the trustee its actuarial soundness. This entails a ty 
rise, the opposite occurs: his required must look to the employer to make up _ substantial yearly expense and may be. 
contribution is reduced at a time when the differential. This is particularly ser- come increasingly greater as the fund Ur 
his taxable earnings are high, thereby ious because of the increasing longevity _ grows larger. lal 
denying him a deductible deposit. of the American people and because of 14. Trustees’ fees under such a plan be 
2-5; 7-11: same reasons as indicated the usual high mortality assumption of wil] be based usually on either a per: “ pa 
under profit-sharing trust section above. many uninsured plans. tage of the principal sum annually in. In 
vested by the trustee, or on a percentage - 
Ss of the interest earnings of the fund. or ah 
on a combination of both. From a study - 
of the fee schedules charged by many - 
trustees throughout the country, it ap- 
pears that on the average the trustees’ mi 
fee will approximate about 1 of 1°, of af 
the net interest rate earned on the fund F 
when the total fund approximates $250.- F 
000 or less. CC 
15. Trustee’s fees and actuarial fees Ai 
continue in connection with each em- B 
ployee’s benefit even after the employee bi 
is retired at normal retirement date un- . 
less at the retirement date the trustee is a 
authorized to buy from an_ insurance B 
company a single premium annuity un- " 
der which the insurance company will 
pay the retirement benefit to the employ- ty 
ee. h 
16. Ordinarily the retirement benefit ' 
for employees continues only as long as ; 
the employee lives and there is no period : 
certain under which the benefit is paid ‘ 
as is uusally the case with an insured , 
plan. ' 
17. There are no death benefits paid : 
ordinarily under this plan to the employ- 
ee’s family in the event he dies prior to 
the attainment of retirement age. Deaths | 
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are discounted for in advance. 


18. There is no individual service or 
attention given to employee participants 
by either the actuary or the trustee. 
Their fees do not cover such services. 
No effort is made to correlate the bene: 
fits of the pension plan with the employ- 
ee’s general estate. Lack of such a ser- 
vice may be costly to the employer in re- 
spect to employee satisfaction, morale, 
loyalty and family good will. 

19. Ordinarily the employee wil! not 


Witton A Latham 


Attorney, United States Senator... CALIFORNIA’S SIXTH GOVERNOR, 1860-1860 


have available any options under which | 
he. may elect to receive his retirement 
benefit ona basis different than prov ded 
in the plan, such as jointly for life with 
his wife. Options of this nature are us | 
ually available only in connection with 
the contracts of a life insurance <om- [ 
pany. 


His term is the shortest on record. Just one day after 
his inauguration, he was elected to the United States 
Senate to fill the seat left vacant by David C. Broderick’s 
death in a duel. Just 46 years later Security-First National 
Bank set up its Trust Department. Today, a third gen- 
eration of Southern Californians is using our services. 


TRUST DEPARTMENT 


ECURIT Y-FIRST. 


NATIONAL BANK 





Southern California's own 
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Trust Service for Union Funds 


\dministration and management of 
union funds is the newest service of- 
fered by the Trust Department of Bank 
of the Southwest, Houston. This bank 
is believed to be one of the first banks 
in Texas to cultivate and operate this 
type of trust business. 

The adverse publicity given some 
Union-Managed Funds, the proposed 
labor legislation, and the trend to fringe 
benefits paves the way for Trust De- 
partment to be of real service as an 
Independent Corporate Administrator 
under an agency agreement with the 
trustees who represent both labor and 
management and to provide experienced 
personnel to service the accounts. 

Continuity of management (retire- 
ment or death of one officer does not 
aflect the operations) protects its 
Funds, as all cash on deposit in the 
Fund with the trust department is fully 
covered by the pledge of a like amount 
(at market value) of U.S. Government 
Bonds. All officers and employees of a 
bank are fully bonded. The account is 
audited each year by the Bank’s internal 
audit staff, and again by the National 
Bank Examiners, all of which is with- 
out additional cost to the Fund. 

-The Funds generally are of ihree 
types: the welfare fund provides such 
benefits as medical, hospital, weekly in- 
demnity and, in some cases, life insur- 
ance. The member usually qualifies for 
benefits after meeting the eligibility rules 
set out in the Trust Indenture between 
management and labor. He also must 
meet certain work requirements io con- 
tinue his eligibility. The vacation fund 
provides a paid vacation after the mem- 
ber meets the requirements provided for 
under the Trust Indenture. The pension 
fund provides for retirement benefits 
when the member reaches a certain age, 
and meets the work requirements. Some 
of the Funds also provide for disability 
benefits. 


For the proper administration it is 


necessary that administration handle 
all the details — maintaining a record 
of 2! contributing employers, keeping 


a record of his contributions, delinquen- 
cies. etc., maintaining a record of each 
emjoyee — social security number, 
nu>er and ages of his dependents, 
men.ver’s beneficiary in case of death. 
Als’, the Administrator is required to 
kee a record of the hours worked by 
the -mployee, notify the employee when 
he \ comes eligible for benefits, furnish 
hii with claim or benefit forms (as 
nec‘ed) to be filed with the insurance 
copany or the Trustees, pay the claim, 
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or benefit if it is not an insured ac- 
count. . 

In addition, the Administrator must 
report to the insurance company (if an 
insured account) the number of mem- 
bers eligible each month, and pay the 
premium for their coverage. The Ad- 
ministrator files the federal tax report 
forms, invests excess funds, maintains 
proper record files, and meets with the 
Trustees when needed. 

Because of the peculiar nature of 
union fund accounts and the _ vast 
amount of detail involved in servicing 
them, a separate section was set up in 
the Trust Department, as such accounts 
cannot be properly handled by an em- 
ployee in the Department as just an- 
other “part-time” job. 


A A & 
First Western Bank & Trust Co. 


Completes Firstamerica Stock 
Job in Record Time 
First Western Bank & Trust Co., San 


Francisco, completed the final step in the 
reorganization of Transamerica Corp. 
during the 3-day Fourth of July week- 
end, issuing 200,000 Firstamerica Corp. 
stock certificates. Working in around- 
the-clock shifts, 250 employees imprint- 
ed, checked, and enclosed the certificates 
and had the 118,000 pieces of mail at 
the post office on Monday morning, July 
7. Normally the job would have taken a 
month. 


Three months of advance preparation 
included the following steps: First, cer- 
tificates were arranged according to 
number of shares and those under 100 
shares were multilithed to show date and 
number of shares. Second, addresso- 
graph plates were used to address and 
imprint the number of shares held by 
each shareholder. The plates had been 
previously arranged alphabetically with- 
in share groups. The holder of 166% 
shares, for example, would have three 
certificates. The same plate was run suc- 
cessively through three machines for the 
half share group, the full share group 
and the 100 lot group. Third, the certi- 
ficates were signed by First Western 
Bank as transfer agent and American 
Trust Co. as registrar. The dated, num- 
bered and signed certificates were then 
microfilmed. Fourth, the certificates were 
rearranged alphabetically by name, all 
those of one shareholder together. They 
were re-checked and hand posted to an 
IBM ledger card that became the stock- 
holder ledger record. Certificates and 
cards were again checked to be sure 
there was a card for every shareholder 
with information correctly and complete- 
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SETTING RECORD 


First Western Bank & Trust Co. employee 
addressing and imprinting number of shares 
on Firstamerica Corporation Stock certifi- 
cates. Working in shifts around-the-clock, 250 
employees of the San Francisco bank com- 
pleted during the 3-day Fourth of July week- 
end a job that normally would have taken a 
month. 





ly recorded. Fifth, the certificates were 
placed in envelopes, taken to the mail 
room, and divided by geographical 
areas, 





WILL PAY CASH 
FOR YOUR GOLD COINS 


¥ 





ay. 


we will pay the following prices... 














Se $36.50 each 
| ee $18.00 each 
0 $ 9.00 each 
$ 3 GOLD $25.00 each 
$ 2.50 GOLD $ 6.00 each 
$1 GOLD _ $ 7.50 each 
We are also seeking the following: 
$50 GOLD $400.00 each 
$ 4 GOLD $500.00 each 





PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
send coins direct to... 





123 West 57th Street, New York 19, N. Y. 
JUdson 2-2580 
One of America’s Oldest and Largest 
Coin Dealers 
Coin Appraisals for Banks, Estates, 
Insurance Companies 
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MECHANICAL EQUIPMENT FOR TRUST OPERATION 


Its Utility for Smaller Trust Departments 


JOSEPH R. WYATT, Jr. 


Trust Officer, First National Trust & Savings Bank, Lynchburg, Virginia 


OR A LONG TIME, THE USE OF ME- 
F chanical equipment in trust work has 
been well established in the medium and 
large sized trust departments. The small- 
er trust departments have been reluctant 
to acquire mechanical equipment be- 
cause of the cost and the fear that the 
system would be too complicated and 
difficult to install. However, the employ- 
ees and younger officers of banks today 
have been brought up in a growing trend 
toward increased mechanization, and 
they expect to use these aids in perform- 
ing their tasks. 

Through the use of mechanical equip- 
ment a trust department can gain: 1) 
greater speed of operation; 2) more ac- 
curacy; 3) cleaner records; 4) more au- 
tomatic safeguards; 5) repetitive ac- 
counting operations by use of duplicate 
mechanical records; 6) less personal 
supervision required after the records 
are properly established. These advan- 
tages are becoming more important each 
year because the cost of skilled person- 
nel is increasing and the number of 
hours in the work week is decreasing. 


Typewriter 


The typewriter is found in every trust 
department of any size and is one of the 
first pieces of mechanical equipment to 
be installed. Any standard typewriter 
with a 15-inch carriage can be used in 
trust work. A typewriter with the nor- 
mal office carriage cannot be used effi- 
ciently in heading up ledger sheets and 
other long forms, such as investment re- 
views and schedules of distributions. In 
the small department, the typewriter 
should be on a movable stand for easy 
access to the various users. A helpful but 
not necessary feature is the exchange of 
non-essential typewriter keys for char- 
acters used in accounting, such as a 
double line for underlining. 

When the department is ready to em- 
ploy a full-time typist and stenographer, 
it might be advisable to install an elec- 

This article, requested by the editors, is based on 


a thesis submitted in 1957 to the Graduate School 
of Banking, A.B.A. 
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tric typewriter. This type of machine 
turns out better work and will make 
more readable carbon copies at one time. 
The electric keyboard requires less effort 
to operate but needs a seasoned typist to 
produce maximum performance. If the 
department needs only one typewriter, 
a manual machine should be used. For 
the smaller department, the importance 
of mobility and the need of a lesser de- 
gree of typing skill more than offset the 
advantages afforded with an electric 
typewriter. 


Adding Machine 


The adding machine is essential in 
every trust department. It should have: 
1) ten rows of keys with the capacity to 
add to 100 million; 2) a wide carriage 
that will permit the running of the daily 
blotter or settlement sheet; and 3) it 
should be electrically operated. If the 
department is so small as not to justify 
such a machine, one can be used jointly 
with the banking department, where it 
could be put to work in preparing the 
bank’s daily statement of condition, tell- 
ers’ settlement sheets, and outgoing tran- 
sit letters. A two-total machine is better 
adapted for use in this work but is not 
considered absolutely necessary. This 
type of adding machine, even with a 
single total, will meet the need of the 
small trust department for a long time. 

As a second adding machine, a small 
hand-operated one might be advisable 
which could be acquired at a nominal 
cost. This would provide for the numer- 
ous short adding jobs, and could be eas- 
ily moved to different work locations. 


Bookkeeping Machine 


Of all mechanical aids, the trust 
bookkeeping machine is the greatest 
labor-saving device and affords the small 
trust department the best opportunity to 
increase efficiency of operations. Instal- 
lation of machine posting for the trust 
records is the first real step toward the 
advantages of a mechanical system over 
the hand-posting system. In addition to 
reducing bookkeeping time and increas- 


ing accuracy, a typewriter-bookkeeping 
machine can combine three jobs in one 
operation: 1) posting the necessary en- 
tries on the various ledgers; 2) prepar- 
ing the daily journal of all trust entries; 
3) preparing beneficiary statements. 


A criterion as to when a trust depart- 
ment should install a bookkeeping ma- 
chine has never been completely agreed 
on by trust men or machine manufac. 
turers. In 1949 and 1950 it was gener- 
ally accepted that this equipment should 
be used at the $5,000,000 level, or when 
the trust department progressed beyond 
the “one-man-and-a-secretary _ stage.” 
Some trust operation men during this 
period expressed the opinion that ma- 
chine posting could be employed advan- 
tageously in trust departments below the 
$5,000,000 mark; at the present time it 
has been recommended that the smaller 
departments use machine posting. The 
growing trust department will need this 
equipment in a short time, and even the 
small department that does not expect to 
have many accounts could easily find it- 
self with one large account that would 
swamp its hand posting system. Careful 
consideration and analysis should be 
given to the suggestion that every trust 
department needs to eliminate hand post- 
ed trust books, and this should not be 
impossible now. 


One advantage of the typewriter-book- 
keeping machine is its adaptability to 
various jobs in the other departments 
of the bank. In a greater number of 
banks, the one machine is used to keep 
the bank’s general ledger, liability led- 
ger, and payroll records, as well as ihe 
trust books, thereby allowing full utili- 
zation of the equipment. During ihe 
next few years, small banks should be 
able to acquire, at some saving, a good 
used machine from the larger banks 
that are converting to a tabulating or 
electric system. When the trust depatt- 
ment work on a normal day consu es 
about three full productive hours on the 
machine, it is advisable to acquir’ 4 
separate machine. This is about the 
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level where conflict with other depart- 
ments would arise during peak periods. 
The capacity of a bookkeeping machine 
is estimated at about 300 accounts per 
machine, assuming a normal number of 
inactive accounts. 


lf the bookkeeping machine is to 
perform its jobs properly, the following 
features are requisite: 


1. An adding and_ subtracting 
mechanism combined with a_ type- 
writer, preferably with an electric 
keyboard. 

2. Capacity for six totals or regis- 
ters, and if it is considered for use 
by the commercial department, a ten- 
total machine might be more advis- 
able. 

3. Carriage arranged to: 

(a) permit insertion of ledger cards 
individually; 

(b) provide for creation of the 
daily journal at the same time the 
ledger cards are posted; 

(c) allow carbon copies of the in- 
dividual ledger cards to be posted 
simultaneously with the original en- 
try on the different ledgers; 

(d) give the operator complete visi- 
bility of posting at all times. 

4. An easy and speedy system of 
adapting its use from one operation 
to another. 


These features are essential to gain 
maximum efficiency and still provide a 
simple method of keeping the records. 
Practically all modern bookkeeping ma- 
chines have additional features that add 
to the speed of operation and efficiency. 


Reproducing Equipment 


\ll trust departments are faced with 
the problem of reproducing sundry 
documents in the normal course of 
handling all types of accounts. This can 
be accomplished through the use of 
photostatic equipment or duplicating 
equipment. For the small trust depart- 
ment, it is advisable to employ one of 
these methods at an early stage in its 
operations. The selection of type of 
equipment will be governed mainly by 
the various functions for which it will 
be used as well as the number of copies 
desired in each instance. 


Photostat Equipment 


he small modern photostat machine 
is now available at very reasonable cost 
an requires a minimum skill to operate. 
For the trust department that needs 
quick reproduction of three to five copies 
in one operation, the small photostat 
machine should be installed in prefer- 
ence to a duplicating machine. Photo- 
s!sing methods eliminate the typing of 
a siencil or plate and the time necessary 
for proofreading the stencil. Most new 
machines have overcome one of the main 
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objections. It is now possible to repro- 
duce in one operation black type on 
white paper and the result does not 
give the appearance of a_photostat. 
Some of the many purposes for the use 
of these photos are making copies of: 
1) Wills and trust agreements for office 
use and transfer agents for registered 
securities; 2) tax returns and schedules 
for office copies, using the original pen- 
cil or ink copy for filing with the 
various tax authorities; 3) other papers 
for office use, such as letters, checks, 
and deeds. In the trust department where 
more than three to five copies are regu- 
larly needed, it would not be economical 


to employ photostat equipment unless 
used in conjunction with a duplicating 
machine. 


Duplicating Equipment 

The job of making copies of trust de- 
partment documents can be done also 
through the use of a duplicating ma- 
chine. A large number of copies can 
be secured in one operation, and usually 
the number of copies can be increased 
into the thousands. The copies are made 
from a stencil or plate on which the 
desired information has been trans- 
scribed, usually by a typewriter. Where 
the copies are to be made from a pre- 





In ILLINOIS trust matters, 
Chicago Title and Trust Com- 
pany offers you and your cus- 
tomers unequaled facilities 
and more than 65 years of ex- 
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Testamentary Trust 
Living Trust 
Pension Trust 


Investment Counsel 
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Transfer Agent 

Land Trusts 
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pared document, the re-typing and proof- 
reading of the plate can be eliminated 
by using an inexpensive attachment on 
a type of photostat machine mentioned 
in the preceding paragraph. With this 
attachment, the plate which is an actual 
photo of the document, can be used on 
the duplicating machine to produce ihe 
desired number of copies. In addition 
to making copies of wills, trust agree- 
ments, and minutes of irust meetings, 
the duplicating equipment can be used 
to prepare form letters and_ special 
forms needed for a particular job. 


Addressing Machine 


The smail and small medium sized 
trust department can operate adequately 
without the use of an addressing ma- 
chine. However, departments of this size 
should use addressing equipment if it 
is available to them through the banking 
department, in order to gain the ad- 
vantages and to eliminate ithe work 
necessary in the changeover at some 
later period. There appears to be no 
agreement as to when this equipment 
should be installed. It is believed by 
some, including the writer, that a 
$10,000,000 trust department would be 
able to use this equipment. 

A better guide is one based on volume 
of entries handled in a normal day. The 


panel on Trust Operations at the 1955 
Mid-Winter Trust Conference suggested 
that it would be economical to switch to 
tabulating machines if 100 or more 
items are processed daily — a test which 
implies this equipment cannot be used 
to advantage in the small shop. This is 
not true in cases where the trust and 
commercial departments use the machine 
jointly. To determine the advisability 
of purchasing such equipment, weigh 
the value of the time saved at about 
three cents or more a minute against 
the annual depreciation. Using this test, 
the ratio in favor of buying the equip- 
ment has run as high as ten-to-one in 
small banks. 


Numerous uses are possible for ad- 
dressing equipment in trust accounting. 
The preparation of original entry tickets 
for the collection of dividends, rents, 
interest, and other payments of a regular 
nature, and the preparation of remit- 
tances of various kinds are two of the 
most common jobs in which addressing 
equipment is employed. The machine 
is readily adapted to the preparation of 
a list of assets held for each account as 
well as a list by types of assets. These 
lists can be used in the preparation of 
trust statements to beneficiaries, account 
reviews, and lists of holdings in one 








me 





Dated July 15, 1958 


DILLON, READ & CO.INC. 
BLYTH & CO.,INC. DREXEL & CO. 
GLORE, FORGAN & CO. 


KIDDER, PEABODY & CO. 


SMITH, BARNEY & CO. 
WHITE, WELD & CO. 
July 16, 1958 








This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Debentures. 
The offer is made only by the Prospectus. 


$300,000,000 
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4% Sinking Fund Debentures Due 1983 


Interest payable January 15 and July 15 in New York City 


Price 100% and Accrued Interest 
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of the undersigned as may legally offer these Debentures in 
compliance with the securities laws of such State. 


MORGAN STANLEY & CO. 

THE FIRST BOSTON CORPORATION KUHN, LOEB & CO. 

EASTMAN DILLON, UNION SECURITIES & CO, 

GOLDMAN, SACHS & CO. 
LAZARD FRERES & CO, 

MERRILL LYNCH, PIERCE, FENNER & SMITH 


STONE & WEBSTER SECURITIES CORPORATION 
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HARRIMAN RIPLEY & CO. 
Incorporated 
LEHMAN BROTHERS 
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particular investment by various ac- 
counts. The machine is easily adapted 
to any job that requires repetitive writ- 
ing that can be prepared within the 
limits of the plates, such as the prepara- 
tion of coupon envelopes, ownership 
certificates, and tickets for payments on 
mortgage loans. 

After the addressing plate has been 
made correctly, (a plate of nine lines is 
recommended ), there is no risk of typo- 
graphical errors, and there is great gain 
in speed, especially if the plates are 
equipped with metal tabs for automatic 
selection of plates required on a _ par- 
ticular recurring date. For use in a 
trust department, the addressing machine 
should be equipped with a selection de- 
vice, thereby allowing the plates for col- 
lections and remittances to serve as ihe 
tickler system for these functions. In 
addition to this selector, the machine 
should contain a feature which would 
automatically stop it after a final plate 
of a group or a certain number of 
plates has been printed. It should also 
provide for the printing of selective 
lines of type instead of reproducing all 
the type on the plate. Listing attach- 
ments that will print the information in 
one, two, or three columns can be used 
in connection with the machine, and if 
full use is to be had, the machine should 
be equipped with at least a single lister. 
An integral part of any addressing equip- 
ment is a machine for embossing the 
information on the plates, and for trust 
work it should be electrically operated. 


Other Equipment 


Many pieces of mechanical equipment 
can be used in trust departments but 
are not considered essential. The electric 
calculator is of great help in the many 
jobs involving multiplying and dividing. 
Its greatest use to the trust department 
is in connection with the preparation of 
investment reviews, inventories, proving 
brokers’ advices, and computation of 
dividends. Some trust officers have found 
that much valuable time can be saved 
through the use of a dictaphone. This 
enables an officer to handle his corre- 
spondence at times when there is no 
stenographer available, and at the same 
time, helps conserve the time of ihe 
officer and the stenographer. 


For the small trust department, ihe 
basic mechanical equipment should con- 
sist of a typewriter with a wide carriage, 
a wide carriage adding machine, and a 
typewriter-bookkeeping machine. The 
trust officer should review periodically 
the equipment employed in other <e- 
partments to determine whether it would 
fit into trust operations. 
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Equity Prices Can 
Move Botn Ways 


In the face of increasing inflationary 
pressures, the current market problem 
has become one of containment rather 
than support. The stock market has been 
quick to say that the recession is end- 
ing. It may be equally quick in telling 
us during the months to come that in- 
flation, like a knife, cuts two ways. 

If the D-J industrial average falls 
short of the level reached in July 1957, 
then it is felt that subsequent correc- 
tions might carry back to at least the 
May low, a decline of some 65 points. 
If. however, the old highs are pene- 
trated, then a whirlwind advance of 
some additional 50 points becomes a 
distinct possibility, carrying with it the 
risks of a much sharper Fall decline fol- 
lowing the previous 5-7 month straight- 
line advance. The May low is again 
looked for as the major support level, 
and this envisages a possible decline 
from the advanced level of 570 in the 
Dow of at least 115 points and possibly 
more, a sharper drop than occurred last 
Summer and Fall. 

Advancing stock prices and a weak 
bond market again center attention on 
converging yields, the current average 
stock yield now being just an eyelash 
above the AAA bond yield. When these 
yields crossed in the summer of 1957, 
it served as a prime signal to switch 
back into bonds. Should the stock mar- 
ket continue to advance this time in the 
face of a crossing of the bond-stock 
yield ratio, then we have the best con- 
firmation of what has been holding the 
market up all this time, — fear of in- 
flation, a real fear of inflation. While it 
is felt the public is less aware of this 
yield factor, institutional investors are 
noi. Perhaps their increased selling on 
balance may convince the public that it 
has considerably overextended itself. 
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This fear of inflation has become in- 
tensified by the fear of war, greater gov- 
ernment deficits, and a fear of recovery. 
These are such real considerations now 
that the market would seem out of char- 
acter if it should make a major decline 
in the face of all of them. What then 
may prick this possible bubble of de- 
lusion? 

1. A “peace scare.” Russia is al- 
ready at war with the United States on 
the trade fronts of the world. The eco- 
nomic war cannot be won with missiles 
and H bombs. Should the Soviet em- 
phasis suddenly shift away from war- 
like talk to a new “peace” campaign, 
underscored by acts which have a gen- 
uine “appearance” of sincerity and co- 
operation with the West, then the pub- 
lic could develop a sudden distaste for 
the so-called “war babies” and attempt 
to discard these issues in a wholesale 
manner. 

2. Further squeeze on profit margins 
and individual purchasing power. Labor 
unions are exerting increased pressure 
on management and are winning all 
down the line. Rising prices follow ris- 
ing labor costs and these prices are 
passed on to the consumer. The con- 
sumer, however, is now finding himself 
in a position where the rise in the cost 
of living is outstripping the rate of gain 
in his take home pay. Just recently, 
over the last few weeks, hospital in- 
surance, railroad commutation, post- 
age, gasoline, tire, steel, aluminum, and 
copper prices have all been boosted. In 
addition to this, the Government has 
announced that new hikes in withheld 
social security are planned. Dollarwise, 
personal income is on the rise but these 
incomes will buy less and less. 

We already know that the number of 
personal loans is rising at a dangerous 
rate while industrial and consumer 
credit is declining. 

The Government is embarking on a 
spending spree that promises to dwarf 
anything known in the past. The con- 
sequences of a runaway inflation, the 
kind the Government cannot stop, are 
so dangerous and severe that counter- 
measures will be mandatory. These loom 
largely as sharply increased personal in- 
come and excess profits taxes. Excess 
purchasing power will probably be 
soaked up wherever possible. 

3. Rise in margin requirements. This 
is a likely move to check speculative 
excesses but may not prove too success- 
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ful, especially if the market has been 
previously whipped up to new all-time 
highs on a wave of speculative fever 
prompted by fears of inflation. 

4. Unpredictable auto sales. Despite 
all the optimistic talk of a strong car 
market in the Fall, it is still, neverthe- 
less, just talk. The consumer holds the 
answer and he isn’t saying much. Small 
car foreign imports are at the highest 
level in history and promise io increase. 
This is coupled with the outstanding 
success of the Rambler put out by Amer- 
ican Motors and the planned produc- 
tion of a small car by Studebaker-Pack- 
ard. 

These producers plan to beat the au- 
tomotive Big-3 to the punch by offering 
their wares several weeks earlier. With 
increased gasoline, tire, maintenance, 
and repair together with a 
higher price tag for domestic automo- 
biles, the public may show itself to be 
more economy-car minded than ever. 
Also, a major strike threat still exists. 

5. Impact of possibly increased for- 
eign trade loss. Middle East tensions and 
the recession at home have temporarily 
diverted attention away from what has 
ben going on in Europe recently and 
in the rest of the world. In Europe, dis- 
rates have been progressively 
slashed reflecting some concern over re- 
cessionary tendencies. In West Germany, 
steel production has been falling and 
coal has been piling up unsold. In 
Japan, the decline in shipbuilding has 
been severe. In South America, declin- 
ing coffee, beef, and copper sales pose 
an increasing problem. Similar problems 
of internal economic decline are begin- 
ning to show up in many previous pros- 
perous areas. Ability to buy from the 
Uniied States at high American prices 
is gradually slipping. Already we have 
witnessed some of the effects of declin- 
ing foreign trade. If the situation abroad 
takes any sudden negative turns, we may 
yet have to feel the greatest impact from 
the increased resultant loss of trade. 

These are but a few of the factors 
which the stock market may have to 
take into account in the months ahead. 
Following these possible Fall correc- 
tions, a strong year-end rally can again 
be expected. Fear of depression has com- 
pletely passed from the scene but so- 
called “new era” markets are not to be 
trusted until they have been tested by 
the extent of their subsequent declines. 
Such a test is coming and, like infla- 
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TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 

dividend of 25 cents per share on the 

10,020,000 shares of the Company’s cap- 

ital stock outstanding and entitled to re- 

ceive dividends, payable September 15, 

1958, to stockholders of record at the 
close of business August 22, 1958. 
E. F. VANDERSTUCKEN, JR., ' 
Secretary. 











COMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on July 10, 1928, de- 
clared a regular quarterly dividend 
of forty-two and one-half cents 
(42%¢) per share on the Corpora- 
tion’s CommonStock. This dividend 
is payable August 29, 1928, to stock- 
holders of record July 31, 1958. 
Leroy J. SCHEUERMAN 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 
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Southern California 
Edison Company 















DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 34 

25/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 11 

26/2 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.78% SERIES 

Dividend No. 3 

297/s cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 





peerone a soe 





ps 

Dividend No. 43 33 

30/2 cents per share. a 

, ~ ee 

The above dividends are pay- 

& able August 31, 1958, to Ee 
BS stockholders of record Au- Ee 
& gust 5. Checks will be mailed & 
- from the Company's office in ®& 
& Los Angeles, August 30. ee 
ee P.C. HALE, Treasurer 8 


July 17, 1958 


tion, the swift moving knife of market 
action can cut two ways. 


JosepH E. GRANVILLE 
E. F. HUTTON & CO. 


CapiITaAL MARKET OUTLOOK SHIFTING 


There appears to be a subtle shift in 
the making between demand and supply 
in the capital market. In the first half 
of 1958, accumulation of savings for 
long term capital needs amounted to 
an estimated $18.2 billion against an 
indicated demand for long term funds 
of $16.0 billion, leaving a surplus on 
long term funds of something like $2.2 
billion. In the second half of this year, 
long term accumulation of savings are 
estimated at $13.9 billion against an 
indicated demand for long term funds 
of $16.4 billion creating a deficiency of 
roughly $2.5 billion. Thus, we estimate 
that demand for long terms funds in 
calendar 1958 will total approximately 
$32.4 billion against a total savings of 
approximately $32.1 billion, indicating 
a fine balance between supply and de- 
mand for capital funds on an annual 
basis. However, a small surplus of funds 
in the first half is expected to be re- 
placed by a small deficiency in the sec- 
ond half of the year. Thus, in the par- 
lance of Dickens’ Mr. Micawber, we are 
perhaps drifting from “happiness” into 
“misery” as far as basic market forces 
are concerned. 


It should be pointed out, however, that 
the capital market is not entirely a free 
market, but is governed to a substantial 
extent by management of the Federal 
Reserve Board and the needs of the 
United States Treasury. The actions of 
these two, in turn, are largely deter- 
mined by economic conditions and the 
financial condition of the government. 


With the economy entering into a 
traditionally weaker third quarter, the 
Federal Reserve Bank of New York, ac- 
cording to one of its officers, is pursuing 
a policy of “aggressive ease,” contrary 
to rumors a few weeks ago. The United 
States Treasury is expected to enter 
into a period of unusually heavy season- 
al deficits. These deficits running into 
many billions of dollars will have to be 
met through inflationary increases of 
commercial bank reserves. This can be 
accomplished only with an easy money 
policy. 

These fiscal considerations are ex- 
pected to overrule demand and supply 
factors of a basic nature in the remain- 


der of 1958. 


Doucias J. M. GRAHAM 
R. W. PRESSPRICH & CO. 











UNION 
CARBIDE 


A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of thisCorporation has 
been declared, payable Sept. 2, 1958 
to stockholders of record at the 
close of business August 1, 1958. 
BIRNY MASON, JR. 


Vice-President and Secretary 
UNION CARBIDE CORPORATION 
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C CONTINENTAL 
C CAN COMPANY, Inc. 
167th 
COMMON DIVIDEND 
A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable September 
15,1958, tostockholders of 
record at the close of busi- 
ness August 22, 19538. 
55th 
PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.933%4) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable October 1,1958, to 
stockholders of record 
at the close of business 
September 15, 1958. 


8th 
SECOND PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.1214) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
Company has been de- 
clared payable September 
30, 1958, to stockholders 
of record at the close of 
business August 29, 1958. 


LOREN R. DODSON, 
Secretary 


























PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a third-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable Sep- 
tember 10, 1958 to stockholders 


of record August 15, 1958. 
M. W. URQUHART, 


Treasurer. 


July 30, 1958 
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General Mills celebrates 
Its 30th anniversary 


The 

Year 

In Brief 

Received from the sale of 
products and services 


Goods and services purchased 
from others, and amounts 
set aside for depreciation 


Wages, salaries, 
and retirement benefits 


Taxes 

Net Earnings 

Dividends paid 

arnings in excess of dividends 
Ne! earnings—per dollar of sales 


Net: earnings—per 
share of common stock 


es per share of common stock 
ind, buildings, and equipment 
Working capital 
Stockholders’ equity 


-UST 1958 


| with report of success 


sales: $529,820,000 
earnings: $5.94 per share 


At the close of its third decade, General Mills, Inc., is happy to report to its share owners 
and employees that 1957-58 was the most successful year in the company’s history. 


Long-time research investments were rewarded with new products in foods, feeds, 
chemicals, vegetable oils,and electro-mechanical activities. Reorganized marketing 
programs strengthened consumer demand for General Mills products. Most impor- 
tant of all, the outstanding efforts of the people of General Mills provided the drive 
so essential to the year’s achievements. 


The year was marked by another innovation: publication of General Mills’ annual 





~~ 
Mills 


1958 





$529,820,115 


415,841,463 


78,140,404 
21,144,651 
14,693,597 
7,956,207 
6,737,390 
2.8¢ 


$5.94 

9.25 
95,573,735 
78,898,053 
143,055,469 





report as a 20-page illustrated supplement in Sunday news- 
papers in six major cities. If you wish to receive a copy, write 
to Public Relations Dept., General Mills, Inc., 9200 Wayzata 


Blvd., Minneapolis 26, Minn. 


j Chairman President 


The Divisions of General Mills 


Chemical Division: Fatty nitrogen compounds, polyamide resins. 
amine adducts, vegetable sterols, and other products. 


1957 


Feed Division: Formula feeds, feed stores. 
$527,701,677 


Flour Division: Bakers and export flours, durum products, oat 
products, grain activities. 


422,178,959 Grocery Products Division: Package foods, flour for household use, 
74,670,699 and household specialties. 
18,616,908 Institutional Products Division: Baking mixes and other products for 
12,235,111 hotel, restaurant, and institutional use. 
7,948,259 Mechanical Division: Electronic and electro-mechanical equipment 
4,286,852 and instruments. 
2.3¢ Refrigerated Foods Division: Refrigerated ready-to-bake biscuits 
for household use. 
$4.88 : aa 
8.16 Oilseeds Division: Soybean and safflower products. 
85,531,908 Special Commodities Division: Vitamin concentrates, wheat starches 
71,255,023 and proteins, vegetable gums. 
136,100,981 Protex, S. A. (Mexico): Steroid intermediates used in manufacture 
of pharmaceuticals. 
Fiscal years 


Habib-General, Limited (Karachi, Pakistan): Guar gums. (Sixty per 
cent owned by General Mills) 


ended May 31. 
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EQUITY CHANGES IN COMMON TRUST FUNDS 


OMMON STOCKS OF 240 COMPANIES 
+ were newly purchased or complete- 
ly sold out by one or more of the 189 
Common Trust Funds that reported to 
Trusts AND Estates their equity 
changes for the quarter ended June 30, 
1958. There are 5 companies whose stock 
was newly purchased in this quarter 
which were not held by any Common 
Trust Fund at the end of 1957. They are 
indicated by the number 1 in the “N” 


The largest net increase was made by 
U.S. Steel (12) followed by Socony Mo- 
bil (7) and American Can (7). U. S. 
Steel gained another 14 in the previous 
quarter. 


Perhaps of interest is the fact that one 
fund purchased five new Drug stocks 
whereas another fund eliminated four 
Drug stocks in favor of four Financial 





and “H” columns. 


their portfolio. 


and Insurance stocks newly added to 


In the list below the number of funds 
(out of the 189 reporting) that during 
the quarter added a stock to their hold. 
ings is shown in the “N” or new pur- 
chase column. Those that eliminated a 
stock from their portfolio are represent. 
ed by the figures in the “S” or sold out 
column. The final “H” column shows the 
total number of Common Trust Funds 
(not limited to the 189) that hold the 
stock according to the latest information 
received. 





NEW PURCHASES AND SELL-OUTS IN SECOND QUARTER 1958 


Drucs, Foops, Tosacco 



































NS H NS “ Pusiic UTILities 

NS H Allied Chemical 2 70 Puget Sound Pulp & Timber 1 ee 
Abbott Laboratories - 21 22 Allis Chalmers -.- 2 27 Scott Paper -.. 2 38 American Blse: Pw _" . 
ert eats bole 1 91 Amer. Mach. & Fdry. eee A 1 0O Spencer Chemical - Se 1 4 soniseehat <3 ee ieee 1 
PS a ee 1 55 American Can 23 St Beer pees a... 1 18 American Nat. Gas 1] 35 
PR On _ 41°=«37 American Cyanamid cee) oe) MOEN) eT Nm Sn 1 2 Amer. Tel. & Tel. : : 14 
Mentcina Boode ; _ 1 19 Amer. Brake Shoe —_ :. 1 5 Square D _.... 1 17 Baltimore Gas & Elec. - 47 
Balik Cite Gavors  .. - 2 g Amer. Optical 2k 4 Standard Pressed Steel _____ 2 3 manem Edison : 1 14 
California Packing ___ 1 g Amer. Rad. & Stan. San. __. 2 7 Standard Register —... 1 1 Brooklyn Union Gas ] 4 
Campbell Soup ____..______. 1 g Armstrong Cork —_____. 2 A Stanley Works 1 1 Carolina Pwr. & Lt. ‘ l 21 
Colgate-Palmolive _.....__ 1 g Bendix Aviation — 1 18 Sutherland Paper -_ 1 4 Central & Southwest 2 62 
a. S| (ff Bere Ete 1. © eee Ot eee 1 Se Se & Bee. : = 
Gut feat  ..... & 4); Burroughs 2 16 Thompson Products — 1 16 Cleveland Elec. Tlum. 1 58 
Generel Mit “a — @ ag Carrier __ 1. 7 Timken Roller Bearing 1 9 SR Ge tee 1? ¢ 
Hershey Chocolate ; 11 7 Caterpillar Tractor 28 .46 Union Bag - Camp Paper 1 25 Cosneeemnennin Edison 1 96 
Yair ge seca 7 3 Clark Equipment - Loe 3 Union Carbide 31189 Duke Power 1 : 
Liggett & Myers Wiheeio a 10 Cohiae —.. _~£23. i Bee. Gypsum -_ 4 69 Duquesne Lt. ‘ Putas 1 42 
tie pen 1 © Continental Can _42 79 West Va. Pulp & Paper PsOKs it El Paso Nat. Gas — 1 if 
clin: & wien 1 11 Crown Zellerbach 5 50 Westinghouse Electric 4 3 80 Florida Pwr. & Lt. _. . 2 
Merck % .B1 39 Deere Deke 1 21 Weyerhaeuser Timber 1 9 popes A anes Utilities : . 
National Biscuit uy re 34 Dow Chemical -21 65 . . » ie vA : | ae en gree : 
Me Sig ee tg PO $ 129 Dresser Industries 91 7 MERCHANDISING & MISCELLANEOUS Gulf States Utilities 2 34 
a gg A Pee 4 16%. Allied Stores ...... i see oe - - ke: 
Pet Mik ; : 0 Fastman Kodek 3 65 Hest & Co. — ME 1 0 Kansas City Pwr. & Lt. 1 18 
Ghavine Pesce 4 ys 31.~«CFed.-Mogul-Bower —— 1 2 Federated Dept. Stores a ds ee 33 Laclede Gas —...._. 1 4 
Philip Morris Ae 7 eel 5 ® irestone Tire & Babher pas 37 Gimbel Bros. [Se Ee 1 Lone Star Gas ; 1 . 
Pillsbury Mills 1 A Food Mach. & Chem. a 17 OW. Tt. Grant —___.. 1 14 Long Island Lighting 1 ne 
Reynolds Tobacco ma 44 Ford Motor a 34 H. L. Green 2 1 Middle South Utilities } z = 
Schering Corp. ; 1 g Fruehauf Trailer 1 1 Kroger : 1 29 Northern Nat. Gas .* Pe 
Smith, Kline & French . 3 5 Cardner-Denver 1 3 May Dept. Stores ae 1 42 Northern States Pwr. : a 
» General Electric — 190 McCrory Stores — -.............. 1 0 Pacific Gas & Elec. : a - 
Swift & Co. 1 16 P Pwr. & Lt 1 17 
United Fruit 22 94 General Motors 3 191 Montgomery Ward 21 40 ecnd hen Li ht & Cok a oA 
Warner-Lambert Pharm. : 1 3 Gillette 2 9 J. C. Penney 2 110 Putte - = = 4 oke 2 ; - 
Wan, Weiater, Ix. eae 15 FR. F. Goodrich 1 45 Safeway Stores 1 10 as Recent a 
frodvear Tire & Rubber 3 49 Sears Roebuck _§ 1 199 Public Serv. Elec. & Gas 3 22 
FrvancraAL & INSURANCE . ae oe a mi 4 F. W. Weelworh 21 37 Public Serv.—Colorado 2 34 
e Hercules Powder : : PE zU TING & ALS Public Serv.—Indiana ier 
Aetna Insurance ie 13 i See - PetroLeuM, Mining & METALS Denk Mente Date te Oa. 1 5 
Beek oF As arics 1 14 Hooker Electrochemical 1 16 &: 4 
Tdcal ‘ - Aluminium, Ltd. _...... 1 18 Rochester Gas & Elec. _... 1 8 
Chase Manhattan Bk 1 54 eal Cement wees I = 5 
se : - ab inets E - Aluminum Co. of Amer. 4 54 Southern Co. 3 45 
Ch 1] ch. Bk nternational Bus. Mach. —.... 3 55 aes 

emical Corn Exch. : 1 15 * 2» » sa, Amerada Petroleum 2 14 Southern California Edison — 3 66 
Cittetienn Sesartiies 1 18 International Harvester - &3 70 . 12 
CLT Pin Ss 11 6g International Paper ae 76 Armco Steel - ae 29 Southern Natural Gas - 1 Ae 

- i. tf. ancia oa ae 3 Atlantic Refining 1 26 Texas Utilities akieats 3 90 
Pe a er ae 5 T. E. Circuit Breaker __... 1 1 A 2 ' 

: es ae ee 13 85 Bethlehem Steel _.... 1 65 Union Electric —...... 11 18 
Commercial Credit -1 44 lov Mite. 1: 4 Continental Oil | GS Unteen “Gas, 22. 11 66 
Continental Insurance 2 ah 3 ae See Oe 1 7 Uteh Pwr. © Tt, 7 12 
First National Bank, Atlanta 1 0 711 Owens-Ford Glass Halliburton Oil Well Cement. 1 17 Virginia Elec. & Pwr. 3 5! 
First Nat. City Bk.. N. Y 2 107 Libhey-Owens-Ford Glass _...11 37 x 

$ - City +» N.Y. . tink Bilt 11 19 International Nickel — 1 16 Washington Gas Let. 1 4 
Great American Ins. . 16 Re tah aa ‘ ; ~ Kennecott Copper : . 81111 Washington Water Power 1 2 
Guaranty Trust, N. Y 2 62 McGraw Edison . : 39 

st, N. XY. -. : 3 Louisiana Land & Explor. 1 S West Penn Bice. 1 8 
Hanover Bank oe 12 Mesta Machine : . National Lead 95 
Home Insurance 1 29 Monsanto Chemical 1 48 OE? Sa en 2 33 
Ins. C f N. Ameri ” 5 Motorola 1 4 eee Meee es Pi - a 
es = : erica : “ ian Miia 1 0 Phillips Petroleum sii er nee te 4 181 TRANSPORTATION 
Tite Midland Corp. .. 1 ; National Cash Register ___. _.41 45 a en Pet i] ae 1 1 pn Airli 1 3 
- Nati l Gyvsun 1 oya u etroieum . ssihelaatam i a " 
Mass. Bonding & Insurance . 1 1 ae thie dnbedien : . "3 (gala 1 49 Atchison, Topeka & Santa Fe 1 4 
See Nat. Bk. : | Oe eee 1 gg. Sinclair Oil ~ 3 52 Chesapeake & Ohio _ a 

eliance Insurance ; , sinatra aaa appears : ? Socony Mobil Oil ____. " q a i > 32 
Security-First Nat. Bk., L. A. 22 14 Owens-Illinois Glass -.... 2 69 Socony Mobil Of wi ° = neg. ‘Southern = 1 2 
Transamerica __ -- 2 9 Oxford Paper 1 0 Standard Oil—Indiana __. ee oS a we 
U. S. Fidelity & Guaranty 1 11 Penn-Dixie Cement -........... 1 1 Standard Oil—New Jersey .. 4 194 Southern Rwy. —2 = 

INDUSTRIAL Pennsalt Chemicals —________ 1 15 Standard Oil—Ohio 1 7 Tennessee Gas Trans. _........ 1 ° 

Pittsburgh eee Memes os RO a 3 160 Texas Eastern Trans. _...... 1 3 

Addressograph-Multigraph _. 2 23 Pittsburgh Plate Glass ae ee 12 98 Union Pacific — i. 
a meee, oa. 1 22 Procter & Gamble —.._..___.... 11 41 Youngstown Sheet & Tube _. 1 4 Union Tank Car ——........... 2 5 





A list of common trust funds not previously reported in TRUSTS AND ESTATES 
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appears at page 706. 
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MmsUMMER MISCELLANY 


“It’s time to come out of the cyclone 
cellars, fellows; time to get back to the 
daily chores; go to town once a week 
and spend a few bucks.” That’s what 
quite a number of the ecomonic weather- 
casters around the country are saying 
— and this department is only one of 
the millions who fervently hope that the 
headlines are “on the beam,” right down 
to the last period — and we don’t mean 
question mark! 


The usual optimism in Administration 
circles was echoed in the July 28th re- 
port in Paris to the seventeen nation 
Organization for European Co-Opera- 
tion by the United States delegate-am- 
bassador W. Randolph Burgess that the 
recession which began one year ago has 
ended and that evidence of an upturn 
“continues to accumulate in persuasive 
and satisfying volume.” The two-day 
session was called for the purpose of 
discussing European apprehension about 
the effects of our recession upon the 
European economy. British Trade Min- 
ister Sir David Eccles was less opti- 
mistic and expressed the belief that 
our reduced business tempo would still 
be felt abroad this coming winter. 


Latest available figures from the De- 
partment of Commerce indicate a gen- 
eral firming in business during the sec- 
ond quarter, except in the important 
fixed-investment sector and in move- 
ment of consumer durables. The latter 
area is showing signs of halting its 
downward course but without any evi- 
dence of an upturn. New automobiles 
moved at an annual rate of just above 
four million cars per year during the 
first half, which is- the lowest since 
1952. The 1959 models, with radical de- 
sign changes, are scheduled for earlier- 
than-rormal release and the manufac- 
turers are once more hoping to recoup 
through stepped-up volume the very 
heavy outlays which almost-yearly re- 
styli:g forces upon them. The outlook 
here is somewhat beclouded by the still- 
unseitled status of the motor makers 
vs. ‘ir. Reuther’s UAW. It is a foregone 
Conciusion that labor costs will rise and, 
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STO TIONAL UVES Men 


if translated into stiffer price tags, pub- 
lic reaction, already obviously reluctant 
to follow rising prices, may mean just 
another mediocre motor year, which also 
spells lower volume for steel and other 
suppliers. 


Although factory employment has not 
turned upward, it has ceased to decline 
during May and June, according to 
Commerce Department figures, with the 
workweek lengthened somewhat more 
than seasonally over the spring period. 
On the whole, non-manufacturing wage 
and salary incomes have held steady 
and, overall, the flow of national in- 
come in the first half of this year was 
only 5% below the third quarter of 
1957. However, the factor of public 
psychology in uncertainty about contin- 
uation of the weekly paycheck has con- 
tinued to deflect substantial current 
spending potential into increased sav- 
ings deposits and repayment of con- 
sumer debit balances. Inventory reduc- 
tion continued during the second quar- 
ter without exerting undue pressure up- 
on business, however, according to the 
Commerce Department’s July Survey of 
Current Business. 


Inspection of these components, as 
well as appraisal by conservative ob- 
servers, therefore leads to the conclusion 
that the decline is losing its force. How 
much time will be needed to establish 
a new base from which a solid recovery 
will arise is another matter, upon which 
opinions are legion. The fourth quarter 
of this year now looms as the major 
target but candor compels the admis- 
mision that hope represents a large fac- 
tor in this timing. Pinpointing the 
moment of emergence from this period 
of readjustment can be a dangerous, 
even though fascinating, pastime when 
important decisions of capital invest- 
ment or business policy hinge upon it. 


The foregoing leads naturally to dis- 
cussion of the Administration’s eager- 
ness to “accentuate the positive” in any- 
thing connected with business. Business 
health is an important consideration to 
both parties, naturally, but the urge in 
Washington to play up the good and 





ignore or play down the unfavorable 
has been so palpable as to warrant com- 
ment. To realists, it hardly seems desir- 
able to attempt to minimize actualities 
or exaggerate reports of favorable 
trends. To many onlookers, however, the 
prevalence of hopeful predictions for 
many months about business and em- 
ployment statistics has taxed one’s cred- 
ence. “Buy Now” campaigns have, so 
far as this department is aware, never 
been more than a temporary palliative. 
It hardly makes sense for business ex- 
ecutives to speak optimistically or wear 
buttons proclaiming that the worst is 
over while harsh realities dictate can- 
cellation or deferment of expansion 
plans or a reduced or omitted dividend 
on the company’s stock. Of course, it 
can be contended that it is better to 
fight recession than to give in supinely 
but if the uninformed public is misled 
by such pronouncements to enter into 
personal commitments, usually on time, 
then government would appear to have 
a very real responsibility. The gain, if 
any, is negligible in the long run but 
such attempts to influence public opin- 
ion are merely another step along the 
road to centralized control unworthy of 
responsible democratic government. 

To the amazement of the majority of 
financial observers, the stock market 
continued its advance during July with 
tremendous exuberance. The second 
quarter resurgence in activity and prices 
was largely ascribed by technicians and 
market students to normal partial re- 
tracement of the declines registered since 
October 1957 but the July action, during 
which the 500 D-J industrial average 
was surpassed with great ease, put an- 
other complexion on the matter. The 
market’s performance was not only not- 
able for its apparent underlying 
strength, accompanied by rising vol- 
ume, but it came in the face of ex- 
pected poor second quarter earnings, 
several major dividend reductions and 
omissions, and the Middle East crisis. 


Is this merely a flash in the pan? 
Only one year ago, growth stocks were 
being traded at top prices, usually sub- 
stantially above their 1956 highs, on the 
premise that inflationary trends would 
continue. Approximately three months 
later the market, again using the D-J 
industrials as a measuring stick, had 
lost just 100 points and pessimism was 
as rampant as buying enthusiasim had 
been and is today. Is the market likely 
to repeat the 1957 performance or is 
there a sound basis for thinking that 
“today is another story”? 


While no firm answer is possible, 






727 











there are some interesting divergences 
in the present scene. One year ago, the 
cold war was going along normally as 
compared with the potentially explosive 
situation which finds our Marines in 
Lebanon and British paratroopers in 
Jordan. Business was then operating on 








IBM 


EARNINGS STATEMENT 
FOR THE TWELVE MONTHS 
ENDED JUNE 30,1958 


International Business Ma- 
chines Corporation has made 
generally available to its se- 
curity holders, in accordance 
with the provisions of Section 
11 (a) of the Securities Act of 
1933, as amended, a state- 
ment of earnings for the 
period July 1, 1957, through 
June 30, 1958, being a period 
of twelve months beginning 
after May 21, 1957, the effec- 
tive date of the Corporation’s 
Registration Statement, No. 
2-13305, for 1,050,223 shares 
of its Cavital Stock, filed with 
the Securities and Exchange 
Commission under the Secur- 
ities Act of 1933, as amended. 
Upon request to the Secretary 
of the Corporation at the ad- 
dress shown below, copies will 
be mailed to security holders 
of the Corporation. 


590 Madison Avenue 
New York 22, N.Y. 
July 31, 1958 








INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 




















235th 
CONSECUTIVE CASH DIVIDEND 


A dividend of twenty- 
five cents ($.25) a share 
has been declared upon 
the stock of BurRouGHS 
CoRPORATION, payable 
October 20, 1958, to 
shareholders of record 
at the close of business 
September 26, 1958. 
SHELDON F. HA tt, 
Vice President 
and Secretary 
Detroit, Michigan 
July 11, 1958 


Burroughs 
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a high level of sales and generally well- 
maintained earnings and labor troubles 
were not to the fore in a major way. 
Washington was forecasting a small bud- 
get surplus, perhaps with tongue in 
cheek. Now the majority of corporation 
news on sales, earnings and dividends 
is on the discouraging side, the motor 
car companies face the uncertainties of 
Mr. Reuther’s hard bargaining de- 
mands, and the federal budget for 1959 
will register a stratospheric deficit. 

The problem facing stock-minded in- 
vestors is that of determining, as nearly 
as possible, a sensible price-earnings 
ratio for each potential commitment. It 
is convenient to parrot the undeniable 
truism of more inflation in the future 
but experience seems to have demon- 
strated that increased profits are the real 
source of rising values, rather than 
dollar depreciation alone. The squeeze 
on corporate profit margins in recent 
years shows no sign of abatement under 
union domination of wages through in- 
dustry-wide bargaining. Profitless pros- 
perity or a margin insufficient io pro- 
vide for replacement of wasting assets 
is not attractive to objective investors. 
The argument that the market has been 
establishing a new scale of capitaliza- 
tion of earnings also fails io convince 
seasoned investors to whom it smacks 
more of rationalization of a high price 
level brought about, at least in part, by 
a plethora of money seeking investment, 
with the 50% margin rule (just raised 
to 70%) having provided speculative 
froth. 

The stock market is a market of fu- 
tures. As of the moment, it is foretell- 
ing eventual revival of business volume 
and better earnings but it is undeniable 
that risks rise with the price level and, 
to a great body of sober observers, an 
overly optimistic appraisal of future 
benefits from partnership participation 
in many of our leading corporations is 
currently being registered. 














AMERICAN ELECTRIC 


POWER COMPANY, Ine. 
a 





194th Consecutive Cash Dividend 
on Common Stock 


sAne quarterly dividend of forty 
cents ($.40) per share on the 
Common capital stock of the Company 
issued and outstanding in the hands of the 
public has been declared payable Sep- 
tember 10, 1958, to the holders of record 
at the close of business August 11, 1958. 


W. J. ROSE, Secretary 
July 30, 1958. 




















Atlas Corporation 
33 Pine Street, New York 5, N. Y. 


Stock Dividend Declared 
on the Common Stock 


Directors of Atlas Corporation 
have declared a 5% dividend 
on the outstanding Common 
Stock payable in Common 
Stock on October 6, 1958 to 
stockholders of record at the 
close of business September 5, 
1958. 


No fractional shares or scrip 
certificates will be issued and 
in lieu thereof the dividend on 
fractional shares will be paid 
in cash on the basis of the mar- 
ket value of the stock on the 
record date. 


WALTER G. CLINCHY, 


Treasurer 
July 15, 1958 




















BALTIMORE GAS AND 
ELECTRIC COMPANY 


Serving one of America’s 
Great /ndustrial Centers 


QUARTERLY DIVIDENDS 


Dividends of $1.12%2 a share on the 
42% Preferred Stock, Series B; $1.00 a 
share on the 4% Preferred Stock, Series C; 
and 45 cents a share on the Common Stock, 
have been declared for the quarter ending 
September 30, 1958, all payable October 
1, 1958, to holders of record at the close 
of business on September 15, 1958. 


J. THEODORE WOLFE, President 





Dividends paid on Common Stock without 
interruption or reduction since 1910. 











GAS 


DIVIDEND 
NO. 44 


1958. 





TENNESSEE 


TRANSMISSION COMPANY 


AMERICA'S LEADING TRANSPORTER OF NATURAL GAS 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable September 15, 1958 to 
stockholders of record on August 22, 





J. E. IVINS, Secretary 
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MOODY'S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
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TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
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Y —— End of Month ——Range for Period 
1958 1958 1957 1958 1951--57 
July June July High-Low High-Low 1946-50 1941-45 1931-40 1919-1930 
1. U. S. Government Bond Yields 
3-Year Taxable Treas. —..........{. % 2.43 2.15 3.93 2.75-1.92 4.10-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. -—................ N 2.88 2.54 3.98 2.88-2.27 4.12-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. ———...... % 3.23 2.92 3.87 3.23-2.56 3.97-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 244s, 9/16/72-67 ——____. % 3.17 3.03 3.65 3.17-2.73 3.77-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%4s, 12/15/72-67 —......... % 3.15 3.02 3.62 3.15-2.72 3.72-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
$46, eee 7 3.45 3.26 3.64 3.45-3.04 3.69-2.59 (b) (b) (b) (b) 
ee 3.31 3.22 3.57 3.31-3.05 3.60-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term —_...__- sing 3.7 3.62 4.05 3.71-3.55 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Tam % 3.86 3.81 4.16 3.92-3.74 4.31-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
4 Rated Long Term __... a Me 4.10 4.00 4.28 4.13-3.95 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —........____.. % 4.57 4.54 4.75 4.96-4.51 5.11-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
t 8. Tax Exempt Bond Yields 
Aaa Rated Long Term —..—............ % 2.84 2.78 3.22 2.86-2.64 3.45-1.28 1.98-0.90 1.84-0.93 2.81-1.56(d) (d) 
= \a Rated Long Term % 3.05 3.01 3.48 3.06-2.87 3.72-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) *(d) 
ete \ Rated Long Term __.. % 3.29 3.20 3.77 3.29-3.07 3.98-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term Y/ 3.83 3.84 4.30 3.92-3.64 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
ndustrials—High Dividend Series 
a rea % 4.28 22 4.62 4.33-4.22 4.68-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade -..........-............. % 5.09 ) 5.27 5.24-5.07 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
(ndustrialsk—Low Dividend Series 
High Grade a % 4.16 4.12 4.50 4.32-4.11 4.67-3.46 3.92-3.27 (e) (e) (e) (e) 
Medium Grade -_..... dadenwinnbiint: Od 4.61 4.56 4.99 4.90-4.54 5.16-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
ine ee 4.42 4.38 4.96 4.53-4.33 5.00-3.78  4.24-3.40(e) (e) (e) (e) 
Medium Grade % 4.79 4.75 5.15 4.95-4.69 5.34-4.18 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
25 Industrials—Prices (g) ~~~ $151.57 144.74 157.66 151.57-129.97 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
25 Industrials—Div. (g) -.---.---------- 5.74 5.76 91 5.86-5.74 5.94-4.18  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
25 Industrials—Yields —........... % 3.79 3.98 3.75 4.49-3.79 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b) . S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
~Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
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Growth of Mortgages as 
Common Trust Fund 
Investments 


Mortgage investments have been slow- 
ly but steadily gaining favor among the 
trustee investors for Common Trust 
Funds. In the past ten years the dollar 
value of mortgages held by Common 
Trust Funds in proportion to the aggre- 
gate market value of all such funds has 
climbed from less than one percent to 
1.5%. The dollar values of combined 
mortgage holdings in the last five years 
alone have risen from $9.2 million to 
$29.5 million. Moreover, the number of 


banks and trust companies whose Com- 
mon Trust Fund portfolio includes mort- 
gages has grown in a decade from 6 to 
41, and has doubled in the last five 
years. 

The small percentage of total Com- 
mon Trust Fund holdings invested in 
mortgages does not give a realistic pic- 
ture of what this type of investment 
means to the 41 institutions whose funds 
hold mortgages. In the aggregate, mort- 
gages represent 16% of the total volume 
of these funds as of the last quarter of 
1957. Within the individual funds the 
percentage of mortgages varied from less 
than 10% to 50%, excluding one fund 





Hirt 








for fiscal year ended April 30 


COSDEN \ HiqhZighta 


1958 1957 1956 





NET INCOME 
Before income taxes............... $ 8,601,272 $10,761,180  $ 7,927,731 
After income taxes................. 5,193,272 6,046,190 4,617,731 
Percent of sales. ..............0... 5.1% 8.4% 8.3% 
Per share of stock................. $2.01 $2.55 $2.12 
SHAREHOLDERS 
Shares outstanding—year average... 2,584,005 2,371,787*  — 2,176,268* 
Number of shareholders............ 8,10 6,785 3,769 
Year-end equity. .................. $35,160,944 $32,551,769 $20,047,391 
Cash dividends paid............... 2,583,995 2,251,012 1,573,982 
Per share of stock. ................ $1.00 $1.00 $ 5 
6 nis Susman $ 9998.365 $9,562,033  $ 6,971,390 
Per share of stock. ................ $3.87 $4.03 $3.20 
Stock distributions................. (See Note) 100% 5% 
SALES 
Dollar volume..................... $91,634,165 $71,921,997 $55,612,848 
Refined products and services....... 87,365,659 68,627,419 53,151,719 
Crude oil and gas.................. 4,268,506 3,294,578 2,461,129 
ANNUAL GROWTH 
Additions to properties............. $13,313,713 $16,764,698  $ 5,952,574 
Crude oil processed—harrels........ 14,029,115 = 12,528,542 9,902,637 
Crude oil produced—hbarrels........ 1,869,615 1,472,731 1,021,639 
Crude oil reserves—harrels......... 28,437,641 23,444,026 20,262,620 
I siesidad aiid calktnt cca shen $ 6,138,259 $4918420 $ 3,951,776 


*Adjusted for 2 for 1 stock split and stock dividends. 


Note: A 3% stock dividend with respect to fiscal year ended April 30, 1958 was declared May 21, payable June 30 to 


stockhelders cf record June 10, 1958. 


If you would like to receive a copy of our Annual 
Report and future Quarterly Reports, please write 


COSDEN PETROLEUM CORPORATION 


62! Petroleum Building 





Big Spring, Texas 
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in Vermont which has more than 90% 
in mortgages. In any one of the last five 
years more than half of the mortgage. 
holding funds kept this segment of their 
investments to 20% or less of the total, 
On the other hand, those holding be. 
tween 30% and 40% in mortgages have 
increased from three in 1953 to nine in 
1957, and those holding more than 40% 
in mortgages have advanced from zero 
to five in the same period. 

The properties on which the mort. 
gages are based — in so far as they are 
listed in the annual reports of the funds 
— are primarily residential, but include 
also income real estate, business and in. 
dustrial properties, and educational and 
church buildings. 

Not all reports list the rates of mort- 
gage interest, but among 28 that did so 
for 1957 the rates varied from 314‘; to 
as high as 8%. Servicing of the mort- 
gages might reduce this yield as actually 
received by the Common Trust Fund by 
perhaps half of one percent. . 

Two of the limitations faced by those 
Common Trust Fund investors who wish 
to develop a mortgage segment in their 
portfolios are the necessity for apprais- 
als in connection with fund valuations 
and the constant watchfulness to see that 
there is no technical default in payments. 
The steady increase in this type of in- 
vestment in recent years would appear 
to indicate that these two obstacles have 
been overcome by a growing number of 
trustees, as by providing a grace period 
of one month. 

Another kind of limitation lies in the 
Federal Reserve Board regulation that 
not less than 40% of the Common Trust 
Fund must be held “in cash and readily 
marketable securities.” This requirement 
is likely to hold those who like mort- 
gages for their funds to a maximum al- 
location to this type of investment of 
approximately 50%. 

While the above data has been com- 
piled in relation to Common Trust Funds 
established under Section 17(c) of Reg- 
ulation F (Common Trust Funds for 
General Investments) , it should be noted 
that one institution — Pioneer Trust Co. 
of Salem, Ore. — has been operating 
successfully a fund established under 
Section 17(d) which covers “Common 
Trust Funds Composed Principally of 
Mortgages.” 

A BA 

® The sixth session of the three-year 
school for Bank Auditors and Comptrol- 
lers at the University of Wisconsin en- 
rolled 311 bankers from 44 states, Puerto, 
Rico, Central America, Haiti, and Alas- 
ka. The School ran from July 27th to 
August 8th. 
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OPERATING RESULTS 


URING JULY, 
D and estimates of future prospects 
were disclosed by interim company re- 
ports and pronouncements of manage- 
ment at annual meetings. There were 
few companies with outstanding securi- 


ties of current interest to trust invest- 
ment officers that provided speakers for 
scheduled meetings of security analysts. 
Accordingly, this department will pre- 
sent some general observations rather 
than the usual summaries of talks by 
company spokesmen. 


**Managed-Expenditures” 

This expressive term, used by Peter 
F. Drucker in his well known and pro- 
vocative work, “The Practice of Man- 
agement” (Harper and Brothers, New 
York, 1954), can not be found in stan- 
dard treatises on corporate accounting. 
With the exception of a few required 
disclosures of total expenditures for 
“maintenance and repairs,” the account- 
ing profession has not as yet faced up to 
the desirability, from the investor’s point 
of view, of segregating and disclosing 
the amounts of all types of expenditures 
made for the benefit of future operations. 

in the financial statement format re- 
quired by the SEC for a prospective pub- 
lic offering of securities, and in the 
10K Report which must be filed period- 
ically following a public offering, as well 
as by all listed companies, a footnote of 
a supplementary schedule spells out the 
total of expenditures for maintenance 
and repairs. 

Skimping maintenance has long been 
recognized by hard pressed management 
as a facile means of bolstering present 
earnings at the expense of future opera- 
tions. The Interstate Commerce Commis- 
sion (Case #15100: July 28, 1931) 
stated “—the carriers frequently adjust 
the amount of maintenance work done 
to the state of their earnings. They are 
liberal in such expenditures in times 
of prosperity, and curtail them in times 
of adversity.”? 





_ ‘Leonard Spacek—“Challenge to Public Account- 
Ing,” Harvard Business Review, 36:3, May-June 
1958, p. 118. 


Avcust 1958 


O. ROGERS FLYNN, 


Contributing Editor 


Managed-expenditures may also be la- 
beled “maintenance of growth expendi- 
tures.” When made by so-called “growth 
companies,” they include: expenditures 
for product, process, and market devel- 
opment which are generally grouped to- 
gether, if disclosed at all, in the catch- 
all accounting category of “Research 
and development”; also expenditures for 
the training of workers and supervisors 
and closely allied development programs 
for middle and top management. These 
expenditures, almost by definition, are 
designed to preserve and promote profits 
in future accounting periods and by their 
very nature may be curtailed sharply 
with no discernible effect on the scale of 
current operations. 


The amounts of “maintenance-of- 
growth” or “managed” expenditures are 
not set forth customarily in conventional 
financial statements available to stock- 
holders, prospective stockholders, or se- 
curity analysts. For many important 
companies, the aggregates of these out- 
lays that may be controlled by manage- 
ment with no reduction in immediate 
revenue potential may represent a very 
large sum in relation to reported earn- 
ings. 

The tests of accounting consistency 
that are covered in the customary “clean 
certificate” of certified public accoun- 
tants that the statements “were prepared 
in conformity with generally accepted 
accounting principles applied on a basis 
consistent with that of the preceding 
year’ do not obligate the accountants to 
comment on the exercise of managerial 
discretion in curtailing advertising, mar- 
keting, research, or any other “manag- 
ed-expenditure” to improve sagging 
earnings. 

The highly condensed published fi- 
nancial statements and the slightly less 
condensed reports made to the SEC and 
other regulatory agencies do not furnish 
sufficient detail to effect a complete com- 
parison of operations from year-to-year 
or to determine and evaluate any trends 
in these “managed-expenditures.” In 
short, unidentifiable outlays for the fur- 


MANAGEMENT SPEAKS... 


Abstracts and quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


Jr. 


therance of growth foster non-compara- 
bility of financial reports. 

Accounting leaders are aware of this 
situation as are all sophisticated inves- 
tors and professional investment man- 
agers who dislike corporate mysteries. 
In the “Restatement and Revision” bul- 
letin #43 of American Institute of Ac- 
countants, there was an oblique refer- 
ence in Chapter 5: “Intangibles” where 
it was stated that the recommended ac- 
counting treatment of intangibles: “—- 
does not, however, deal with the account- 
ing for intangibles developed in the 
regular course of business by research, 
experimentation, advertising, or other- 
wise.” 

Cottle and Whitman point out in the 
summarization of their detailed long 
term study of the corporate earnings? (fi- 
nanced principally by the Life Insurance 
Association of America) : 

Furthermore, the present state of 
the art (accounting) does not allow 
us to capitalize various items which 
have an important influence on a 
company’s future — for example, re- 
search expenditures, executive train- 
ing, or a new group of managers. Ex- 
penditures on such items reduce pres- 
ent earnings but do increase the 
shareholders’ eauity (if they are wise 
outlays) just as surely as new plant 
and equipment. Only the debit to in- 
come, however, is shown on the books. 
It follows that reductions in such ex- 

penditures may present a_ different 
growth outlook for the company. 


The Increasingly Apparent Profit 
Squeeze. 


In its Report to Shareholders, dated 
May 21, 1958, Loomis Sayles Mutual 
Fund pointed out: 


But probably the most important 
factor—one generally overlooked—is 
that a real profit squeeze was under 
way in the period of high business ac- 
tivity prior to the current recession. 
Rising costs and a squeeze on corpo- 


2Sidney Cottle and Tate Williams—‘“Twenty 
Years of Corporate Earnings,’’ Harvard Business 
Review, 36:3, May-June 1958, p. 102. (Required 
reading for all trust investment officers and secur- 
ity analysts as well as their forthcoming book, 
Corporate Earning Power and Market Valuation, 
1935-1955, Duke University Press.) 
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TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


July 22, 1958 


A dividend of fifty-five 
(55c) cents per share was 
declared payable September 
24, 1958, to stockholders of 
record at the close of busi- 
ness September 11, 1958. 


Joun G. GreENBURGH 
61 Broadway Treasurer. 


New York 6, N. Y. 


























National 
Distillers 
and 





Chemical 
Corporation 


ULS.L 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on Sep- 
tember 2, 1958, to stockholders 
of record on August 11, 1958. 
The transfer books will not close. 


PAUL C. JAMESON 


July 24, 1958. Treasurer 
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Public Service Electric 
and Gas Company 





NEWARK.N. J. 








QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Septem- 
ber 30, 1958: 
1 = 
“Steak PorSheve 
4.08% Cumulative Preferred . .$1.02 
4.18% Cumulative Preferred .. 1.045 
4.30% Cumulative Preferred .. 1.075 
5.05% Cumulative Preferred .. 1.2625 
$1.40 Dividend Preference... .35 
MD So ana e000 -45 


All dividends are payable on or 
before September 30, 1958 to 
stockholders of record August 
29, 1958. 





F. Mitton LuDLOW 
Secretary 





PUBLIC SERVICE 


CROSSROADS OF THE EAST 

















rate profits were clearly evident in 

1956. In the first quarter of 1957, in 

spite of record high business activity, 

43% of 822 leading corporations 

showed a decline in earnings. 

This report notes further that the re- 
cent decline in earnings has been much 
greater in relation to the decline in activ- 
ity than was the case in the recessions of 
1949 or 1954 and that the decline in 
earnings of the Dow-Jones Industrial 
Average “more than wiped out the pre- 
vious five-year build-up in earnings.” 

Irrespective of one’s notions as to the 
timing and acceleration of business re- 
covery, there is reason to doubt that 
earnings recovery will match the recov- 
ery in volume, at least in the earlier 
stages. 

Second quarter reports almost univer- 
sally show declines in net proportionally 
greater than declines in sales or total 
revenues. Some well-regarded growth 
companies, notably Eastman Kodak, re- 
ported increased sales but lower net for 
the first 6 months of 1958. 

While considerable earnings leverage 
exists in many companies because of a 
high level of fixed operating costs, this 
leverage will require output at a high 
percentage of capacity to become effec- 
tive. There is excess capacity in many 
industries even when the 1957 scale of 
operations is reached. Margins have 
been declining for most consumer goods 
producers because of mounting costs of 
maintaining or expanding “market 
shares” against increasing competition. 


Imponderables of Stock Prices 


Earnings prospects have been im- 
paired by the increasing profit squeeze 
and growth may also have been slowed 
down by undisclosed reductions in ex- 
penditures that promote future expan- 
sion of sales and earnings. 

Prevailing market prices for most 
stocks do not reflect current earnings 
which are poor, even for many good 
companies. Are current stock prices 
based upon reasoned estimates of pro- 
spective per share earnings? If so, what 
is the acceptable time lag for such esti- 
mated earnings to develop? Is the path- 
way over time clearly charted to the im- 
proved earnings or are there uncertain- 
ties as to competition or as to when the 
demand for products will rise to utilize 
greatly expanded production capacity ? 

Prudent investors must face these 
questions rather than place unthinking 
reliance on “inflationary” trends to raise 
stock prices indiscriminately and indefin- 
itely. Otherwise, some painful disillu- 
sionments may be awaiting pseudo-sop- 
histicated or unwary participants in the 
markets. 
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SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No.78 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able September 12, 1958 to 
stockholders of record at the 
close of business on August 
29, 1958. 

H. D. McHENRY, 
Vice President and Secretary 
Dated: July 11, 1958. 























h. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 
Prince Albert, George Washington 
Carter Hall 
smoking tobacco 














QUARTERLY DIVIDEND 
A quarterly dividend of 90 
cents per share has been de- 
clared on the Common and 
New Class B Common stocks 
of the Company, payable Sep- 
tember 5, 1958 to stockholders 
of record at the close of busi- 
ness August 15, 1958. 
W. J. CONRAD, 

Secretary 
Winston-Salem, N. C. 
July 10, 1958 














Pullman 
Incorporated 


— 388th Dividend — 
92nd Consecutive Year of 


Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on September 
13, 1958, to stockholders of rec- 
ord August 20, 1958. 


CHAMP CARRY 


President 


ee ee 
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INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Funps Step Up Stock PURCHASES 


Investment companies increased their 
overall buying of common stocks during 
the second quarter of 1958, according to 
the regular quarterly survey of portfolio 
transactions published by this writer in 
Barron’s. Mutual or open-end funds in 
the common stock category upped their 
dollar purchasing of equities by 10%, 
the balanced funds by 25%, while main- 
taining their selling at approximately the 
previous quarterly period’s levels. The 
baker’s dozen of closed-end funds sur- 
veyed, however, continued to sell equities 
on balance. Certain long established 
companies among the latter group added 
nothing or practically nothing to their 
common stock holdings. And a minority 
of the open-enders stood out from the 
crowd in casting a jaundiced look at 
general security price levels during the 
second quarter under review. 

Management as a group was less 
concerned about liquidity in the June 
period, two dozen funds, one third of 
those surveyed, cutting back on cash, 
governments and short terms, represent- 
ing one half again as many as three 
months earlier. Volume purchase trans- 
actions favored the oils and utilities, but 
the margin above sales was not too pro- 
nounced. The non-ferrous metals were 
the next choice of management, displac- 
ing bank shares, purchase transactions 
in which fell off 40%. Both the rails and 
aircrafts reversed their unpopular status 


of the first quarter, with both now placed 
securely on the list of favorites. Other 
groups liked included the building and 
construction issues, electrical equip- 
ments, merchandising, drug, insurance 
and foods. Opinion was divided on the 
chemicals, steels, natural gas, and ma- 
chinery and industrial equipment issues. 
The rubber and tire stocks were notice- 
ably unpopular. 

Stocks acquired by six or more man- 
agements included (in order of popular- 
ity) —13: Royal Dutch Petroleum; 12: 
American Telephone; 11: General 
Motors; 9: Texas Co.; 8: Parke Davis; 
Southern Pacific; Standard Oil (Ind.) ; 
7: Armco Steel; New England Electric; 
North American Aviation; Republic 
Steel; Youngstown Steel; 6: American 
Airlines; Anaconda; Boeing Airplane; 
Cities Service; C.I.T. Financial; Deere; 
Long Island Lighting*; Pacific Gas & 
Electric* ; RCA. 

The issues unpopular with at least a 
half dozen investment company organi- 
zations were—8: Ford; American Can: 
Bethlehem Steel; 7: General Electric; 
Goodyear; 6: Columbia Gas System; 
Goodrich; International Paper. 











*Purchased partly with rights. 


ASsESSES Impact OF MIDEAST EVENTS 


A summary assessment of the effect 
of increased tensions in the Middle East 
on both the economy and security prices 
has been presented to this column in an 
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exclusive interview by Charles F. Eaton, 
Jr., President of Eaton and Howard, 
Inc., sponsors of the Eaton and Howard 
Balanced Fund and Stock Fund. Mr. 
Eaton’s views are expressed as of the end 
of July. His statement follows: 


On economy—Events in the Middle 
East may mean that the bottoming 
out process will be followed by a some- 
what higher level of activity by the 
fourth quarter than had previously 
been anticipated. Some speeding up of 
inventory buying may occur and there 
may be some acceleration of defense 
ordering. It is too early to tell whether 
consumers will be more willing to 
spend on big ticket items than they 
have in the recent past. Unless the 
crisis gets much hotter, it is our 
opinion that no real buying surge will 
occur. There is little reason to expect 
a surge in forward buying of major 
proportions in view of the present 
substantial excess of industrial ca- 
pacity and supplies of raw materials. 
Barring a major conflict, it would ap- 
pear that previous highs of industrial 
production may not be reached in the 
foreseeable future. 


On security prices—In general the 
accepted stock market averages ap- 
pear on the high side and seem to be 
discounting a return to 1956-1957 
earnings levels by late 1958 or early 
1959. This appears unrealistic to us. 
Fears of inflation resulting from the 
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outlook for deficit financing, the pos- 
sibility of higher commodity prices 
with the threat of war, etc., have cer- 
tainly been a market factor. However, 
we must not lose sight of the fact that 
such inflationary forces do not neces- 
sarily translate themselves into higher 
earnings and dividends. We also are 
fully aware of the fact that the 
Federal Reserve Board and the Ad- 
ministration still believe that inflation 
is our greatest problem. Hence modi- 
fication of an easy money policy is 
possible. However, we still believe that 
good values in equities can be found 
at anv level of the market and we con- 
tinue to buy selected issues. 


Tri-Continental is MIP 
Favorite for Half Year 


Tri-Continental Corp. was the top 
choice of investors opening new Month- 
ly Investment Plans during the first six 
months of 1958 among all the 1,200 
stocks available for Plan purchases from 
New York Stock Exchange member 
firms. With shareholders purchasing a 
total of 418 new plans during the period, 
investors held 2,272 plans on June 30, 
representing a 23% increase since the 
beginning of the year. This places Tri- 
Continental fifth among all issues cur- 
rently held under the plans, being out- 
ranked only by General Electric (with 
186 new plans opened during the half 
year), General Motors (with 287), Dow 
Chemical and Standard of New Jersey. 

Among closed-end investment compa- 
nies, Tri-Continental was the favorite by 
a wide margin not only for new pur- 
chases during the period but also for 
outstanding plans currently held. The 
top ten investment company plan hold- 
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ings totaled 4,094 accounts representing 
5.7% of the 71,500 plans held in all 
ctecks at the end of June. The accom- 
panying table summarizes the picture of 
the top ten investment company favorites 
for the half year. 


Ten Leading Closed-end Investment Com- 
pany Stocks in the N.Y.S.E. Monthly 
Investment Plan 

No. of % 
Plans Increase 
6/27/58 (Decrease) 


Tri-Continental __.___._ 2,272 22.54 
Lehman Corporation 882 4.87 
Adams Express _..... 281 5.24 
U.S. & Foreign _.. 155 12:32 
Atlas Corporation _. 146 (13.09) 
Pennroad Corporation 123 57.69 
Gen. Amer. Investors ao ( 2.66) 
Carriers & General 68 7.93 
General Public Serv. 64 ( 1.58) 
Petroleum Corp. ____. 30 (a4 


New Contractual Announced 
by Van Strum and Towne Group 


Institutional Financial Services, affili- 
ated with Channing Corp. and the mutual 
group sponsored by Van Strum and 
Towne, investment counselors, has in- 
augurated the public offering of its new 
contractual plan, heralded briefly in our 
March column. Investors may make pay- 
ments monthly, quarterly, semi-annually 
or annually in amounts from $10 to 
$1,000 plus, under either ten or fifteen 
year contracts and there will be the usual 
insurance completion option limited to 
$30,000. Payments will be invested in 
the Institutional Growth Fund. Invest- 
ments will be managed by the Van Strum 
firm, assisted by a number of promi- 
nent outside security analysts. Programs 
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will be distributed directly through the 
King Merritt sales force, also an affiliate 
of the Van Strum group. 

Distinguishing feature of this latest 
among the rapidly increasing number 
of contractuais is the large number of 
options offered upon completion of pay- 
ments. In fact, combining the contractual 
setup with various features of the current 
popular variable pay-out arrangements 
is the reason for its being named the 
Variable Investment Plan. Upon com- 
pletion of payments, investors may li- 
quidate their shares at their current 
market value; retain their shares; have 
all dividend distributions and capital 
gains profits automatically invested with- 
out sales charge; receive a fixed-dollar 
payment as frequently as once a month; 
receive a variable payment monthly or 
less frequently for a specified number of 
years; receive payments for as long as 
the investor lives cn an annually ad- 
justed basis based on standard actuarial 
tables; or transfer their investment from 
the Variable Investment Plan to one of 
the sponsor’s other mutual funds. 


Mutual Sales Rebound 
in Second Quarter 


Sales of mutual funds to investors 
overcame their lag of the previous half 
year during the second quarter of 1958, 
net sales (gross less redemptions) forg- 
ing ahead 12% over those of the corre- 
sponding period in 1957. The results are 
significant since they do not include the 
initial giant offerings of Lehman’s One 
William Street Fund approximating $200 
million or Lazard Fund equal to half 
that amount. 

Total assets of the 145 mutual mem- 
bers of the National Association of In- 
vestment Companies were $10,609,839,- 
000, up almost one billion dollars from 
a year previously. Accumulation plans 
in force on June 30 numbered 765,159 
accounts compared with 551,861 a year 
earlier, the latter subject to slight ad- 
justment. Plans opened by investors — 
for either regular monthly or quarterly 
acquisition of shares — totaled 57,102 
during the second quarter, compared 
with 56,184 for the previous three 
months and 53,604 for the second quar- 
ter of 1957. Sales data for the second 
quarters of 1957 and 1958 follow: 


Mutual Fund Sales—Second Quarter 
(millions of dollars) 





1958 1957 
Gross Net Gross Net 
ara ta 7 122.2 89.8 113.0 75.8 
| Sees 109.5 70.6 116.3 75.0 
es 132.0 92.0 104.7 71.6 
Setal 363.7 252.4 334.0 223.4 
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HE NATIONAL PLANNING ASSOCIA- 
2 last month issued a report on 
“Nuclear Energy and the U. S. Fuel Eco- 
nomy, 1955-1960” which contains the 
latest data and new projections on the 
market for nuclear energy and its effect 
on conventional energy sources. 

The report — prepared by economist 
Perry D. Teitelbaum under the direction 
of the NPA Special Policy Committee 
on the Productive Uses of Nuclear En- 
ergy — reaches the following major con- 
clusions, which it labels “conservative” : 


1. Roughly twice as much energy 
will be consumed in 1980 as in 1955, 
and electrical power consumption will 
triple. (Note: The Edison Electric In- 
stitute forecast, made in June, was 
much higher—a five-fold increase in 
consumption by 1979.) 

2. Contrary to a widely-held view, 
no more than a 15-20 percent increase 
in the constant dollar delivered price 
of conventional fuels should be ex- 
pected by 1980. (Other forecasts have 
assumed large increases in costs of 
conventional fuels which would hasten 
the advent of conventional nuclear 
power.) Therefore, sharp reductions 
in the cost of nuclear power will be 
necessary before it can capture much 
of the energy market. 

3. The NPA report forecasts that 
nuclear energy will supply almost 10 
per cent of total energy consumed by 
1980, and 21 ner cent of electric power 
generation. In the period 1975-1980, 
about three-fourths of new plants 
built may be nuclear. The competitive 
impact of nuclear energy will be felt 
principally in the boiler fuel market 
(mainly electric utilities and large in- 
dustrial heat applications). Nuclear 
energy is expected to become competi- 
tive for process heat (low tempera- 
ture) and probably also furnace heat 
(high temperature), in such indus- 
tries as iron and steel, chemicals, 
petroleum refining, cement and pulp 
and paper. It is expected to capture 
15 per cent of this market by 1980. 

4. Generating costs of nuclear 
power in large plants are expected to 
decline to around six mills in 1980. 

5. Nuclear energy will have special 
impact in regions where delivered 
conventional fuel prices are high, as 
in New England, the upper Midwest 
and Florida. One of “the most sig- 
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nificant results” of nuclear energy’s 
competitive entry will be to reduce 
energy cost differentials between re- 
gions, thereby increasing the freedom 
of industry—particularly power-hun- 
gry industries such as aluminum and 
chemicals—to choose locations, and 
perhaps making possible the exploita- 
tion of raw materials that are now 
uneconomic because of high energy 
costs. 

6. Nuclear energy in 1980 is ex- 
pected to power one-fourth of U.S. 
ocean shipping capacity, and all naval 
vessels; one-third or more of (long- 
range) military aircraft; and ten per 
cent of locomotive capacity. 

7. The report does not foresee much 
market for nuclear reactors built for 
radiation purposes, because large 
quantities of usable radioactive by- 
products will be produced by the re- 
actors built for other purposes. 

8. The 1980 domestic market for 
uranium metal is expected to expand 
from four to eight times over the cur- 
rent rate of domestic output, io be- 
tween 21,000 and 42,000 tons. 

9. Total U. S. cavital investment in 
nuclear reactors and the supporting 
complex of nuclear industries—includ- 
ing uranium mining and milling, fuel 
element fabrication, chemical process- 
ing and waste disposal—may be up- 
wards of $10 billion by 1980. 

10. The report forecasts that nu- 
clear energy will cut into the market 
for conventional fuels by the follow- 
ing percentages and amounts, based 
on projections of their output to 1980: 

Coal, 16 %4 %, eauivalent to 116 mil- 

lion tons, 

Petroleum, 5%, equivalent to 410 

million bbls. 

Natural gas, 1% equivalent to 538 

billion cu. ft. 


A further word should be said about 
these figures on fuel competition. Most 


observers agree that even without nu- 
clear energy, natural gas will place less 








CORPORATE DEVELOPMENTS IN NUCLEAR 
ENERGY 


Continuing the practice instituted 
last year and resumed in the July issue 
(p. 665), the editors have taken ex- 
cerpts from annual reports of cor- 
porations whose activities include nu- 
clear developments. See p. 739. 











Senior Vice President, Bozell & Jacobs, Inc. in charge of Nuclear Energy Division 


importance on the boiler fuel market as 
the natural gas market changes and 
prices increase. 

With regard to petroleum, the NPA 
report notes that while nuclear energy is 
forecast to capture only some 5% of the 
overall market, the effect will be almost 
entirely confined to potential residual 
fuel oil sales and hence may create a 
marketing problem for the petroleum in- 
dustry. 

With regard to coal, the report states 
that the one-sixth loss of market “might 
be more than offset by nuclear-based in- 
dustries using coal as the raw material 
to produce liquid fuel or gas.” It must 
also be pointed out that the NPA projec- 
tions were confined to the domestic en- 
ergy market. Export markets are being 
developed for nuclear materials, hard- 
ware, fuel element servicing and techni- 
cal knowledge. Development of export 
business should help U. S. firms gain ex- 
perience which in turn may accelerate 
development of domestically-competitive 
nuclear energy. 


The Validity of Forecasts 


Of course there is no way of knowing 
how valid these forthright NPA fore- 
casts may be — until 1980 rolls around. 
The NPA study offers the most up-to- 
date projection of the overall energy 
market for the next several decades, tak- 
ing into consideration economic growth 
generally, expected demand by every 
sector, supply and costs. Hence, the in- 
terest it has generated. 

Other studies of a similar nature in- 
clude Palmer C. Putnam’s Energy in the 
Future, Ayres and Scarlott’s Energy 
Sources — The Wealth of the World and 
Resources for Freedom, a report by the 
President’s Materials Policy Commis- 
sion. 

Others have estimated the rate of ‘u- 
ture construction of large nuclear power 
stations in the United States. Some of 
these estimates are given in the ta!le 
(p. 737) prepared by the Atomic Indis- 
trial Forum. 
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ESTIMATES OF FUTURE CONSTRUCTION OF LARGE NUCLEAR 
POWER STATIONS IN UNITED STATES 
(Annual additions in Net Megawatts Electric 
at Years Operations Start) 











1960 1965 1968 

Source of Estimate Max. Min. Max. Min. Max. Min. 
Atomic Industrial 

Forum—1955 __. 125 80 2400 75 —_> —- —— 
McKinney Panel 

Jan. 1956 __. 2s 800 §=800 900 600 2500 1300 
AEC (Davis-Roddis) 

March 1957 Dated _ 670 670 1500 1500 3100 3100 
Atomic Industrial 

Forum—Jan. 1958 470 475 650 250 1300 250 


Source: Atomic Industrial Forum, A Growth Survey of the Atomic In- 
dustry, 1958-1968. A.I.F., New York, February 1958. 





Although most of these studies are 
predicated on anticipated economic 


walts capacity ) — was estimated by Mr. 





Mayer for each region as follows: 


trends, many non-economic forces will Cost threshold 
influence the rate of growth and invest- Region (mills per KWH) 
ment in nuclear energy. The long-run re- I 12 
sults may be modified as a result of so- i 9 
; ae ‘ . Ill 11 
cial, political or other non-economic Iv 12 
forces. V 9 
. ay VI 8 
Regional Market Impact VII 5 
of Nuclear Energy VIII 10 
As pointed out earlier, one of the Except in the regions of highest con- 
striking conclusions of the NPA report ventional fuel cost — Region I (North- 


was that there will be considerable varia- 
tion by regions in the impact of nuclear 
energy. 

The regional analysis was made by 
Karl M. Mayer, Director of Economic 
Research, Nuclear Products-ERCO Divi- 
sion, ACF Industries. Mr. Mayer took as 
his basis the eight U. S. power supply 
regions as designated by the Federal 
Power Commission (see map). 

The “competitive cost threshold” for 
nuclear electric power — defined as that 
cost which would enable nuclear power 
to capture a market share of one billion 
KWH per year (roughly 200,000 kilo- 


east) and Region IV (upper Midwest) 
— Mr. Mayer forecasts a relatively small 
growth of nuclear power in the early 
part of the period. In 1965, only one 
percent of U. S. power generation will 
be nuclear, he predicts. But between 
1970 and 1980, there will be a rapid na- 
tional increase to a predicted 21 percent 
figure. 

Regions II (Midwest east of Illinois) 
and III (Southeast of the Mississippi) 
will be relatively unattractive markets 
for nuclear energy until 1970; but by 
1980, they will represent over 30 percent 
of total nuclear generation. 
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Except for Region VIII (California, 
Arizona and Navada) and the states of 
Minnesota, Iowa and Missouri (all part 
of Region IV), the area west of the 
Mississippi will be an “unimportant” 
nuclear power market through 1980. 

After 1970, nuclear plants may begin 
to replace existing capacity in Region I. 

By 1980, virtually all new plants built 
will be nuclear in Regions II, IV and 
VIII. The proportion will be around one- 
half in Regions III, V and VI (South, 
Southwest and Plains States). Mr. Mayer 
predicts that remaining hydroelectric 
potentials in Region VII (Pacific North- 
west) will limit the nuclear proportion 
there to one-third of new plants built in 
1980. 

About 40 percent of all U. S. nuclear 
power capacity in 1980 may be in Re- 
gions I and IV. 

Mr. Mayer forecasts nuclear power 
generation costs in large plants (50 MW 
and over) will drop to 13 mills per KWH 
by 1960 and to 6 mills by 1980. For 
small plants (under 50 MW) his esti- 
mates are 18 mills in 1960 and 10 mills 
in 1980. 


Investments in Nuclear 
Energy Increasing 


The government of the United States 
is committed to a policy of maintaining 





CLOSE CORPORATION 
VALUATIONS 
e realistic 
e fair 
e impartial 


Taxing authorities, executors, 
attorneys and others interested 
in the equitable appraisals of 
privately owned businesses and 
close corporations have en- 
dorsed Studley, Shupert Valu- 
ations Reports for their realism, 
fairness and impartiality: for 
their complete acceptability to 
all parties. 

Nearly 30 years of experience 
includes appraisals for conser- 
vator,corporate sale and merger 
purposes, and for determining 
inheritance and estate taxes 
and intra-estate settlements. 

Inquiries to the Valuations 
Department are invited. 


STUDLEY, SHUPERT 


& COMPANY, INC. 


1617 Pennsylvania Blvd., Phila. 3 
24 Federal St., Boston 10 
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and extending world leadership in the 
development of peacetime uses of nu- 
clear energy. This policy has been de- 
veloped for two basic reasons. First is a 
desire to counterbalance development of 
nuclear weapons and to prove to the 
world that this nation is equally vigor- 
ous in efforts toward developing the vast 
potential of the atom for constructive 
purposes. Second is the recognition of 
the prestige attached to leading in scien- 
tific and engineering achievements. 

Many manufacturing companies are 
expending large quantities of corporate 
funds to establish a technical position 
and fabrication capabilities required to 
be ready to supply customer needs when 
the profitable phase of nuclear business 
arrives. 

Investor-owned utility companies have 
been contributing important amounts to 
development of nuclear power. Anxiety 
to forestall complete government dom- 
ination of the field, along with the need 
for practical experience in the design 
and operating characteristics of this new 
power source, undoubtedly have been 
important factors in this investment. 
There is every reason to believe private 
utilities will continue to be important 
factors for the next decade. 

The utilities presently have three nu- 
clear power plants in operation, seven 
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ELECTRIC UTILITY COMPANY PARTICIPATION IN NUCLEAR POWER 
DEVELOPMENT—PLANTS UNDER CONSTRUCTION OR CONTRACT 
July 1958 


Capacity of 


in 
Name of Organization Type of Plant KW Est. Cost Operation 
and Plant Reactor Electric Location to Utility Org. By 
Commonwealth Edison Boiling 180,000 Joliet, Ill. $51,000,000 1960 
Co.-Nuclear Pwr group, water 
Inc., (Dresden) 
over 
PRDC-Detroit Edison Co. Fast 100,000 Monroe, Mich. 65,000,000 1960 
(Enrico Fermi) Breeder 
Consolidated Edison Co. Pressurized 275,000 Indian Point, 90,000,000 1960 
of N. Y., Inc. (Indian Water Thorium- New York 
Point) Uranium 
Converter 
Yankee Atomic Pressurized 134,000 Rowe, Mass. 57,000,000 1960 
Electric Co. (Yankee) Water-stainless 
steel-clad fuel 
elements 
Northern States Power Controlled 66,000 Sioux Falls, 28.800,000(a) 1962 
Co-Central Utilities recirculation So. Dak. 
Atomic Power Associates boiling water 
(Pathfinder) 
Pacific Gas & Electric Advanced 50,000(b) Eureka, Calif 20,000,000 1962 
Co. (Eureka) Boiling Water 
Carolinas-Virginia Pressurized 19,000 Parr Shoals, 17,000,000 1962 


Nuclear Power Assoc. Water-Pressure 


Tube 


So. Carolina 


(a) Estimated total cost of project including $6,000,000 research and development contribution by AEC. 


(b) Guaranteed. 60,000 kw expected. 
Source: Edison Electric Institute. 





under construction or contract (see table 
for details) and four in various stages 
of planning. 

Two of the three power projects cur- 
rently in operation by investor-owned 
utilities were begun under the Atomic 
Energy Act of 1946 which specifically 
prohibited private industrial concerns 
from owning nuclear facilities. For this 
reason, the reactors at Shippingport, Pa. 
and at Santa Susana, Calif. are owned 
by the Atomic Energy Commission. The 
Vallecitos boiling water reactor at Pleas- 
anton, Calif., was the first power reactor 
built exclusively with private financing. 
This reactor is owned by the General 
Electric Company with Pacific Gas & 
Electric supplying the conventional tur- 
bine generating equipment and using the 
power generated in its own system. The 
power being generated at Shippingport 
is being utilized by Duquesne Light 
Company, and the power at Santa Sus- 
ana is being supplied to the Southern 
California Edison Company. Substantial 
financial contributions were made by 
both these companies to the construc- 
tion of the government’s reactors. 

In addition to the seven reactor pro- 
jects under construction or contract, the 
way has been cleared legislatively for 
the East Central-Florida West Coast Nu- 
clear Group and the Pennsylvania Power 
& Light-Westinghouse reactor project to 
move ahead rapidly. 


The electric companies also are in- 
volved in 12 other nuclear research. de- 
velopment, and study projects, calling 
for continuing expenditures of substan- 
tial sums of money. 


Federal Government Expenditures 

The Atomic Energy Commission’s de- 
velopment program includes expendi- 
tures for operation of national labora- 
tories and for technical developments 
relative to the weapons program and 
military reactors. While these technical 
developments do not directly determine 
the size of the civilian power program in 
the short run, they may well influence its 
size and later rate of growth. 

The Atomic Industrial Forum, in Sep- 
tember, 1957, published summary statis- 
tics on the AEC’s expenditures for de- 
velopment of civilian reactors. These 
data show the following expenditure 
program in three current years. 

Actual, Fiscal Year 1956 $42,267,127 
Estimated, Fiscal Year 1957 53,775,000 
Estimated, Fiscal Year 1958 96,775,000 

While these data indicate a rising 
trend in expenditure, there is no assul- 
ance as to how this rate will project into 
the future. The level will be somewhat 
guided by the urgency of the Congress 
desire to maintain and extend the United 
States leadership in nuclear power re 
actor development. (The Atomic [nergy 
Commission’s authorization for new con- 
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struction in fiscal 1959 will be discussed 
jater in this article.) 


Naval and Air Propulsion Reactors 


The Naval Reactors Program now has 
such a solid and relatively well-defined 
character that it presently represents the 
most assured market for reactor design 
and construction in this country. The 
Navy has already made a decision to 
convert to nuclear power for all fighting 
ships, surface as well as submersible. 

From the inception of the naval pro- 
pulsion program through June 30, 1957, 
ithe AEC alone — exclusive of the Navy 
— spent $378.4 million on it, $261.6 mil- 
lion on research and development, and 
$116.8 million on construction. The fis- 
cal 1957 outlay of $79.1 million for re- 
search and development was 63% above 
the amount spent in fiscal 1956. Con- 
struction costs totaled $21 million in fis- 
cal 1957, or 165% over fiscal 1956. The 
Navy’s aircraft carrier program will in- 
crease the overall level of expenditures 
to well over half a billion dollars. 

The Navy, for its part, has spent ap- 
proximately $1.5 billion for nuclear 
ships up to the 1958 program. 

Testimony given to Congress earlier 
this year by the Air Force and AEC, re- 
leased last month, indicates a favorable 
long-range outlook for nuclear-powered 
rockets and nuclear ramjet (air-breath- 
ing) engines. It is hoped that Pluto, a 
nuclear ramjet, will be flying in the 
1960’s. and Rover, a nuclear rocket, in 
the late 1960’s. Curtiss-Wright Corpora- 
tion, Marquardt Aircraft Corporation 
and Atomics International Division of 
North American Aviation have worked 
on Pluto. General Atomics Division of 
General Dynamics Corporation recently 
received a $1 million contract to study 
use of the explosive force of nuclear fuel 
for rocket propulsion. 


Congress Authorizes New 
AEC Construction Program 


The House of Representatives, on 
July 14, and the Senate, on July 15, ap- 
proved the AEC’s Authorization Bill for 
fiscal 1959. The Bill is the Joint Com- 
mitte- on Atomic Energy’s evaluation of 
the construction program which should 
be begun during this fiscal year, and is 
substntially in excess of the amount or- 
iginally requested by the Administration. 

The total authorization for new con- 
struciion in accordance with Section 261 
of the Atomic Energy Act of 1954 
amounts to $386,679,000, including: 


Special Nuclear Materials _ $217,135,000 


Reactor Development ___ 106,117,000 
Physical Research 31,650,000 
Biology and Medicine 2,000,000 


Aucust 1958 


Training, Education and 


Information 4,100,000 
Community — 75.000 
General Plant Projects 25,602,000 


The largest single item added by the 
Joint Committee which was not request- 
ed by the Commission is in the area of 
Special Nuclear Materials. This item 
calls for the construction of a $145,000.- 
000 plutonium production reactor at 
Hanford, Washington. This reactor ini- 
tially will be operated solely for the pro- 
duction of plutonium. It will, however, 
be designed in such a way that it can be 
converted with modification to produce 
300,000 electrical kilowatts of power at 
a later date if authorized by Congress. 

In the area of reactor development, 
the major item is an authorization for 
$51,000,000 for the federal government 
to construct a gas-cooled, graphite mod- 
erated power reactor capable of gener- 
ating approximately 60,000 electrical 
kilowatts. The Bill provides that the fed- 
eral government will not construct this 
reactor if a public, private or coopera- 
tive power group comes forward with a 
satisfactory proposal to construct this 
type of project within a specified time. 


In acting on the Appropriations Bill 
which follows the Authorization Bill, the 
House Appropriations Committee, how- 
ever, refused to include the $51,000,000 
for the gas-cooled reactor in the AEC’s 
actual money bill at this time. It was 
made clear though that the money would 
be appropriated early in 1959, if a non- 
federal government group has not come 
up with a satisfactory plan to construct 
the reactor type. 

In addition to removing funds for the 
gas-cooled reactor, the Appropriations 
Bill does not include $500,000 which 
had been authorized for a research re- 
actor for the Philippine Government. 
Only $45,000,000 of the authorized 
$145,000,000 for the plutonium produc- 
ing reactor was appropriated to begin 
actual construction. The remainder will 
be provided in subsequent fiscal years. 

The net result of these and other slight 
changes was an approved money bill for 
the AEC which was $157,250,000 less 
than authorized by Congress. 

Voice approval was given to the AEC 
Appropriation Bill by the full House of 
Representatives on July 22. The Senate 
must still take action on this matter. 





NUCLEAR DEVELOPMENTS IN INDUSTRY 


(Excerpts, part 2, from 1957 annual reports) 


Aerojet-General Corp. 

Substantial progress was made in the 
vital Gas-Cooled Reactor Experiment, 
the contract which calls for the complete 
design of a nuclear reactor facility for 
the AEC at the National Reactor Test 
Station in Idaho. The project is a joint 
effort of Aerojet-General’s Nuclear Di- 
vision at Azusa and the Company’s 


wholly-owned subsidiary, Aerojet-Gener- 
al Nucleonics at San Ramon, California. 

Aerojet-General Nucleonics sold 11 
AGN-201 reactors, including a modified 
version which was installed at the Na- 
tional Naval Medical Center, Bethesda, 
Maryland, the first privately produced 
reactor to be installed in an American 
hospital for medical purposes. 
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ACF Industries, Inc. 


ACF operates at Albuquerque one of 
the larger facilities of the AEC’s 
weapons production complex. As part 
of its program, the plant is performing 
work in support of the Los Alamos 
Scientific Laboratory program to deter- 
mine the feasibility of using nuclear 
energy for rocket propulsion. The work 
will include activities at the nuclear 
rocket power test site located in the 
Jackass Flats area of the Nevada Test 
Site. 

ACF retained its position as leading 
manufacturer of commercial test and re- 
search reactors as measured by thermal 
kilowatt output, and increased its stature 
as designer and fabricator of power and 
training reactors. 

The AEC selected the Nuclear Prod- 
ucts-Erco division to design, construct 
and test-operate a 22,000-kilowatt boil- 
ing water power reactor for the Rural 
Cooperative Power Association at Elk 
River, Minn. Construction will start this 
year, and full operation is scheduled for 
late 1960. The AEC also awarded the 
division, as a sub-contractor to Kaiser 
Engineers, responsibility for the pre- 
liminary design of a group of gas-cooled, 
graphite-moderated, uranium power re- 
actors of capacities up to 250,000 kilo- 
watts (electrical). 

In the training-reactor field, ACF in- 
troduced two new pool-type units de- 
signed for universities and engineering 
schools. A portable “pre-fabricated” 1- 
watt reactor — installed in existing 
buildings without excavation — sells for 
less than $150,000, and is the least ex- 
pensive reactor of its kind now being of- 
fered. A dual-purpose 10-kilowatt reactor 
develops sufficient power for limited re- 
search as well as training purposes. 

The first ACF-built test and research 
reactor to be completed will be operative 
at the Massachusetts Institute of Tech- 
nology this year. Work progressed on 
schedule on reactors ordered for Italy, 
the Netherlands, Sweden and Wright- 
Patterson Air Force Base. With Kaiser 
Engineers, Lockheed Aircraft and Phil- 
lips Petroleum, ACF jis studying the 
feasibility of building and operating a 
nuclear test center with private capital. 
ACF was awarded a new Air Force con- 
tract to study the reactor needs of the 
Cambridge Research Center. 


Beryllium Corp. 


The fabrication of beryllium oxide 
shapes for reactor and high temperature 
applications having been developed to 
commercial proportions, current investi- 
gations are directed toward improved 
techniques. Operations in the manufac- 
ture of beryllium metal nuclear compon- 
ents are being expanded under the guid- 
ance of the research group. 


Brush Beryllium Co. 


The use of beryllium in nuclear appli- 


cations for atomic reactors is increasing, 
with actual production orders for such 
applications now in hand. 

The use of high density beryllium 
oxide for nuclear application is growing 
rapidly, due to the high melting point 
of this material and its excellent quali. 
ties as a moderator and reflector of neu- 
trons. 


Carborundum Co. 


Improved operations enabled the Di- 
vision to reduce its price for the sale of 
zirconium in December. With additional 
capacity of the new plant, the Division 
is in a position, for the first time, to sup- 
ply commercial markets with zirconium 
in addition to its sales to the Atomic En- 
ergy Commission. 


Food Machinery and 
Chemival Corp. 


We will participate, along with Gen- 
eral Foods, Armour, and Continental 
Can, in the production planning of a 
food processing and packing plant utiliz- 
ing radiation preservation principles. 
The facility will be built in California 
for the Army Quartermaster Corps. Al- 
though dollar profits are not expected 
from the venture, it will provide us with 
additional experience and information. 


Foote Mineral Ce. 

Starting first as a supplier of beryl- 
lium ore to the atomic program, we then 
pioneered pure zirconium metal, hafnium 
metal and large scale lithium chemical 
production. We continue to do develop- 
ment work on these and other nuclear 
raw material areas. 


Foster Wheeler Corp. 


Components for nuclear power plants 
in public utility and marine _installa- 
tions have become an important line of 
products. The number of contracts for 
reactor vessels, heat exchangers, pres- 
surizers and steam separating drums has 
risen sharply in the last year. 

One of two research reactors which 
we had on order was completed in 1957 
and operations are satisfactory. Nego- 
tiations for the complete power reactor, 
discussed in last year’s report, were can- 
celled in the late summer of 1957 as 
the result of substantial increases in 
costs of building such an installation. 
Greater costs resulted from large in- 
creases in prices quoted for certain ma- 
terials and equipment, changes in terms 
and conditions, and engineering speci- 
fication changes which developed during 
the 18 months of negotiations. 

The cancellation of these negotiations 
and the entrance into the field by a num- 
ber of consulting engineering firms has 
influenced your management to recon- 
sider the advisability of continuing t? 
design complete nuclear power plants 
until such time as a greater need for our 
services develops. 
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Gulf States Utilities Co. 


The Company has joined with ten 
other electric companies in Texas to form 
the Texas Atomic Energy Research 
Foundation. It has also joined with 
twelve other such companies in six states 
to form the Southwest Atomic Energy 
Associates. The programs of these or- 
ganizations are scheduled over a five- 
year term of research and development 
to advance the technology of atomic re- 
actor design and operation. Just as soon 
as any atomic plant design has been 
found feasible and the building thereof 
will be in the interest of their customers 
and stockholders, it is the expectation 
of the associated companies to build such 
a plant or plants to supplement future 
power needs and to conserve existing 
reserves of conventional fuels. 


Kaiser Industries Corp. 

Nuclear energy products for private 
industry and the AEC have continued 
to be of increasing importance in Kaiser 
Engineers’ activities. Contract volume 
for nuclear projects undertaken through 
1957 is in excess of $170 million. A 
powerful Engineering Test Reactor, de- 
signed and built by Kaiser Engineers 
for the Atomic Energy Commission, is 
considered the world’s most comprehen- 
sive nuclear testing facility and is a 
major tool for the advancement of nu- 
clear technology. Kaiser Engineers is 
now engaged in preliminary engineering 
of a gas-cooled natural uranium power 
reactor for the AEC, 


Lockheed Aircraft Corp. 
Supplementing current Air Force 
work, our newly formed Georgia Nuclear 
Laboratories branch will contract with 
other government agencies and private 
industry for radiation test services. It 
also seeks orders to design, manufac- 
ture, install, and maintain industrial 
nuclear reactors. These will include uses 
that will be commercially competitive 
with other sources of power and heat. 


Long Island Lighting Co. 


This past year, in order to afford 
training in nuclear engineering, a basic 
survey course in Atomic Power was in- 
stituted and given to 25 of our engineers 
after working hours. Further, our en- 
gineers have for the past decade at- 
tended programs of advanced study for 
selected men in the electric utility indus- 
try given by the larger equipment manu- 
facturers, 


Lukens Steel Co. 


Lukens materials have been used in 


; more than 25 different defense and com- 
_ Mercia! applications of atomic power, 
_ Tanging from the war-time Manhattan 


: Project, through the first atomic-powered 


| Submarine, to the Shippingport power 
; Statio A 


Aucust 1958 


Major developments during the year 
included shipment of the first of 11 cop- 
per-clad fabricated components for use 
in the world’s largest cyclotron, at the 
Brookhaven National Laboratory; initial 
shipments of plates for the “N.S. Savan- 
nah,” the nation’s first atom-powered 
merchant ship; and supplying plates for 
the first atomic-powered aircraft carrier; 
for a test chamber to test nuclear air- 
craft engine parts, and for equipment 
to handle radioactive materials. 


The atomic submarine “Skate,” 
launched in 1957, contained Lukens hull 
plates, and the enclosure for its reactor 
was produced at Lukenweld from Lukens 





stainless clad. The company supplied 
specialty materials for all six atomic- 
powered submarines constructed to date. 


Mallinckrodt Chemical Works 


During most of 1957, the Company 
was the only commercial supplier of en- 
riched uranium compounds for reactor 
fuel use, and its products have been 
sold to most of the major consumers in 
the field. Shipments have also been made 
to Argentina, Canada, Denmark, Japan, 
and West Germany. 


Martin Co. 


Research and production in the nuclear 
field during 1957 was marked by several 
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major advances. Martin tubular fuel 
elements have reached a highly success- 
ful burnup factor. A reactor core con- 
sisting of these fuel elements has since 
achieved a self-sustaining nuclear re- 
action in our test facility. Among pro- 
jects under development at Martin- 
Nuclear are a 12,500-kilowatt nuclear 
power station employing a pressurized 
water reactor; and a 1,000 to 2,600-kilo- 
watt portable power plant which can be 
transported by air to remote locations. 


Minneapolis-Honeywell Regulator 
Co. 


Honeywell systems control the Army 
Package Power Reactor at Fort Belvoir, 
Virginia, and the Battelle Memorial In- 
stitute research reactor at Columbus, 
Ohio, both of which were placed in opera- 
tion during the year. 

Overseas, Western Europe, Great 
Britain and Japan — faced with fuel 
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On July 31, 1958, 
dividend No. 282 
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problems that are becoming more acute 
— have become the large potential mar- 
kets for nuclear power plants. Our com- 
pany has supplied instrumentation sys- 
tems for France’s huge plutonium ex- 
traction plant in Marcoule, near Mar- 
seilles, and for research reactors in 
Germany and Italy. 


Middle South Utilities, Inc. 


The System is fortunate in being lo- 
cated in one of the nation’s most eco- 
nomical fuel areas where nuclear power 
may not be competitive for many years. 
Still, the System companies feel a re- 
sponsibility for the development of all 
potential fuel sources, including nuclear 
power. 

Middle South and its operating com- 
panies, in 1955, arranged with the AEC 
for access to classified information per- 
taining to power reactors, Then, in 1957, 
the four System operating companies 
joined with 11 other investor-owned util- 
ities in sponsoring Southwest Atomic En- 
ergy Associates (SAEA). 

This non-profit organization has em- 
barked upon a four-year, $5.5 million 
research and development program with 
respect to which it recently signed a 
contract with North American Aviation, 
Inc. This program embraces research 
and development work relative to a 
reactor of advanced design which it is 
hoped may make possible the future con- 
struction of one or more atomic power 
plants with capacities between 200,000 
and 400,000 kilowatts. 


Minnesota Mining & Mfg. Co. 

New facilities completed at the re- 
search center near Saint Paul include an 
addition to the Electrical Products labor- 
atory, a pilot plant, a central utilities 
building and a small nuclear research 
laboratory. 

Under construction at American Lava 
Corporation in Chattanooga is a pilot 
plant for the production of ceramic fuel 
elements for nuclear power reactors. 


National Distillers & Chemical 
Corp. 


Construction of the nuclear research 
reactor by Industrial Reactor Laborator- 





ies, Inc. in Plainsboro, New Jersey, js 
ahead of schedule. This company, which 
is jointly owned with nine other leading 
companies, expects to have a laboratory 
in operation by the middle of 1958, which 
will enable your Company’s Research 
Division to investigate the effect of nv- 
clear radiation on polymerization and 
other chemical reactions. 


National Lead Co. 


The Company took steps to strengthen 
its position in the nuclear energy field 
by consolidating activities into a newly 
formed Nuclear Metals Division. This 
unit is concerned with research and de- 
velopment work on industrial applica- 
tions of atomic energy, improvement of 
uranium ore processing techniques and 
recovery of nuclear waste materials. The 
division also provides the Company’s 
branches and divisions with technical 
information and services concerning spe- 
cialized applications of their products in 
the nuclear energy industry. 

The Nuclear Metals Division also 
supervises the operation of Atomic En- 
ergy Commission installations at Fern- 
ald, Ohio; Winchester, Massachusetts; 
Grand Junction, Colorado, and Monti- 
cello, Utah. These facilities, which are 
Government-owned, have been operated 
by the Company for several years ona 
fee basis. 

The Company has joined with nine 
other companies to build and operate a 
reactor laboratory at Plainsboro, New 
Jersey scheduled to begin about July 1. 
The Company plans to utilize this facil- 
ity as a research tool in development 
of new and improved products and in 
the solution of process control, technical 
service and other problems. 

The Company actively participates in 
the industrial market for nuclear metal 
products, supplying materials to con- 
panies now engaged in nuclear power 
programs. Fabricated lead products, 
barytes and magnetite are supplied for 
shielding purposes. Lead-lined containers 
for storing and shipping radioactive sub- 
stances are also produced. A facility for 
the fabrication of fuel elements for both 
research and power reactors is presently 
in operation and expansion of its scope 
is under consideration. 








Citres Service 
COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company has de- 
clared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable September 8, 1958, to stock- 
holders of record at the close of business August 15, 1958. 


ERLE G. CHRISTIAN, Secretary 





TRUSTS AND EsraATES 





in 1 


Co. 


TO? 


4 


der 
me 
Co 


vic 
NA 
Oh 
na 


io | 


oO 





ry, Is 
V hich 
acing 
a ory 
Vhich 
2ureh 
f nu- 

and 


x then 
field 
lewly 
This 
d de- 
dlica- 
nt of 
and 
. The 
any’s 
nical 
 spe- 
‘ts in 


also 
| En- 
“ern- 
setts; 
‘onti- 
1 are 
rated 
ona 


nine 
ate a 
New 
by: 
facil- 
ment 
id in 


nical 


es in 
netal 
com- 
ower 
lucts, 
1 for 
iners 
sub- 
y for 
both 
ently 
scope 


ATES 





IN MEMORIAM 


WALTER H. Boyp, JR., vice president 
in the trust department of MARINE TRUST 
Co. OF WESTERN NEW York, Buffalo. 


WALTER A. BRUNKE, trust officer, FUL- 
ToN NATIONAL BANK, Lancaster, Pa. 


STANLEY W. COUSLEY, retired presi- 
dent and former head of trust depart- 
ment of FIDELITY-PHILADELPHIA TRUST 
Co. 

ALLEN CRAWFORD, former assistant 
vice president and trust officer of THIRD 
NATIONAL BANK & TrRusT Co., Dayton, 
Ohio, and former president of the Fi- 
nancial Public Relations Association. 


JAMES L. CRONIN, retired trust officer 
of MANUFACTURERS NATIONAL BANK of 
Troy, N. Y. 


GEORGE S. GATES, executive vice presi- 
dent and trust officer of FARMERS LOAN 
& Trust Co., Columbia City, Ind. 


Rop MACLEAN, known as the “poet 
laureate of banking,’ former advertising 
and publicity manager of UNION BANK 
& Trust Co., Los Angeles, and a past 
president of the Financial Public Rela- 
tions Association. 


3ERTRAM O. Moopy, executive vice 
president and trust officer of First Na- 
TIONAL BANK of Amherst, Mass. 


H. LIVINGSTON MOREHOUSE, retired vice 
president and trust officer of City TRUST 
Co., Bridgeport, Conn. 

Leo E. OBERSCHMIDT, vice president 
and trust officer, First NATIONAL BANK 
of Cincinnati. 

Roy C. OsGoop, former vice president 
in charge of the trust department of 
First NATIONAL BANK of Chicago and 
expert on finance and taxes. 

CARL H. PRESLEY, SR., retired assistant 
vice president and trust officer of the 
Metropolitan branch of SEATTLE FIRsT 
NATIONAL BANK, Seattle. 

C. H. Rorick, president and trust offi- 
cer of SprIrzER-RorIcK TRUST & SAVINGS 
BANK, Toledo, Ohio. 

WIiLLIs E. UNDERHILL, secretary, treas- 
urer and trust officer of PORTSMOUTH 
Trust Co., Portsmouth, N. H. 


Citizens Fidelity of Louisville 
Marks 100 Years of Banking 


The idea of a corporate executor, trus- 
tee or agent was new to the public when 
Fidelity Trust Co. was chartered in 
1882, the first trust company west of the 
Allegheny Mountains, Lee P. Miller, 
president of Citizens Fidelity Bank & 
Trust Co., Louisville, said in a recent 
address before the Newcomen Society in 
North America,* marking the 100th 
year of his bank’s activity. Fidelity 
Trust — the earliest trust institution to 
become part of what is now Citizens 
Fidelity — was patterned after Fidelity 
Trust, Insurance & Safe Deposit Co. of 
Philadelphia. 

The bank received a national bank 
charter in 1874, and the following year 
joined 21 other banks in forming the 
Louisville Clearing House. 

Two statements by Mr. Miller about 
the bank’s corporate forebears may well 
have special bearing on the steady 
growth of this institution. One is that 
Citizens Bank kept its appropriation for 
advertising growing with the passing 
years, while the component Union Na- 
tional Bank was the first financial insti- 
tution in Louisville to make a yearly 
contract for newspaper advertising. The 
other is a quotation from a writer in 
1923, who commented that “It has al- 
ways been the history of the Citizens 
Bank and of the Union National Bank, 
to propose the best investments for their 
customers.” Mr. Miller’s address has 
been attractively printed as a brochure 
by the Society. 

Mr. Miller rose to the presidency of his 
bank by way of the Trust Department. 
This department, established in 1880, still 
administers a cemetery fund created in 
1894, but today it has over 2,000 ac- 
counts with assets totaling over $300,- 
000,000 (market value). Its 19 officers 
and 45 staff members watch over the af- 
fairs of more than 5,000 beneficiaries. 
At one time the department was acting 
as receiver for a circus and had quite a 
time looking after all the animals. More 

*A voluntary association of people interested in 


the history of industry, transportation, communi- 
cation, finance, economics and the law. 
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unusual, perhaps, is the fact that Citi- 
zens Fidelity is presently acting as trus- 
tee under a deed of trust dated 1867 
whereby a parcel of real estate was to be 
held for the benefit of a wife and chil- 
dren. The bank was not in business at 
that time. The business came into its 
hands later, and one of the children is 
still living today. 
A oh Ss 
Calendar of Meetings 


Sept. 8-11 — New Hampshire & Ver- 
mont Bankers, U. of New Hampshire, 
Durham 

Sept. 17-19 — National Association of 
Supervisors of State Banks, Minne- 
apolis 

Sept. 28-Oct. 2 — Financial Public Re- 
lations Association, Philadelphia 

Oct. 2-4 — American Bar Association, 
New England Regional, Portland, Me. 

Oct. 6-9 — National Association of Bank 
Women, Atlanta 

Oct. 9-10 — Western Regional Trust 
Conference, American Bankers Asso- 
ciation, Los Angeles 

Oct. 16-17 — New York State Bankers 
Association Trust Division, Rochester 








Common Dividend No. 155 
A dividend of 62'42¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
September 15, 1958, to 
stockholders of record at 
close of business August 
29, 1958. 
C. ALLAN FEE, 

Vice President and Secretary 
August 7, 1958 
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THE FLINTKOTE COMPANY 


New York 20, N. Y. 
QUARTERLY DIVIDENDS 
have been declared as follows: 

Common Stock* 
sixty cents ($.60) per share 


£4 Cumulative Preferred Stock 
one dollar ($1) per share 


Both dividends are payable Sep- 
tember 15, 1958 to stockholders of 
record at the close of business 
August 21, 1958. 
WILLIAM FEICK, Jr. 
Vice-President and Treasurer 
August 6, 1958. 
* th consecutive 
120 dividend 
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TRUST FEES STUDIED 


GROUP OF TRUSTMEN IN St. JosEPH 

County, Ind., at the suggestion of 
the judges of the County courts, this year 
engaged in a detailed study of trust fees 
for local corporate fiduciaries. 

The value of a cost analysis as the 
basis for fee revision was recognized, but 
the influence of competition in a given 
trade area was also taken into account. 
For comparison with fee schedules of 
banks in Indiana cities, samples were ob- 
tained from Chicago, Detroit, Milwau- 
kee, St. Louis and New York. The rec- 
ommendations emerging from this study 
filled some 30 pages, covered all services, 
and examined in some detail what con- 
stitutes ordinary as well as special or 
additional services. 

Since this study directly preceded the 
April Trust Conference of the Indiana 
Bankers Association (T&E May ’58, p. 
495), it was made the subject of a panel 
chosen from the group that conducted 
the survey and moderated by Judd 
Leighton, senior vice president and trust 
officer, First Bank & Trust Co., South 
Bend. The panel members were: Dean 
H. Swadener, vice president and trust of- 
ficer, First National Bank, Mishawaka; 
Gilbert L. Vance, assistant vice president 
and trust officer, First Bank & Trust Co., 
Charles H. Beutter, vice president and 
trust officer, St. Joseph Bank & Trust 
Co., and Rudolph M. Wartha, trust of- 
ficer, National Bank & Trust Co., all 
three from South Bend. Some of the 
more important recommendations of the 
study found expression in the answers of 
the panel to carefully prepared questions 
under six main headings. 


1. Personal Trusts 


Fees based on the market value of list- 
ed securities and bonds avoid the violent 
fluctuations that often occur in yields as 
well as the double work involved in bas- 
ing on a combination of assets and in- 
come. Annual taking of fees was recom- 
mended, with a reserve set aside quar- 
terly as the estimated quarterly fee. In 
this manner a fairly equalized distribu- 
tion for the beneficiary is maintained. 
The fee is based on market values at the 
end of the fiscal accounting period for 
which the distribution is made. No ac- 
ceptance fee is charged for a testamen- 
tary trust when the bank is also execu- 
tor, but a closing fee is charged for par- 
tial or complete closing of a trust. Fees 
for holdings in a close corporation are 
based on the value of the stock held as 
computed for inheritance or estate tax 
purposes, or 75% of book value as es- 
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tablished by the most recent audit pre- 
ceding the trust accounting date, if that 
is higher. Extra charges are made for 
additional services. 

When an estate is prolonged for good 
reasons, it is assumed that the executor’s 
fee has been earned a year and a half 
after appointment in estates that do not 
require the filing of a Federal estate tax 
return, and two and a half years, for es- 
tates where that return is required. From 
then on the executor is in effect a con- 
structive trustee, and additional fees are 
set on the schedule for trusts. As to out- 
of-pocket expenses, most well-drawn 
trust agreements allow these to be 
charged against the trust. 


2. Guardianships 


The minimum guardianship fee is in- 
dicated as $50 per year. It is better not 
to accept appointment where income is 
less than this. The fee can be taken from 
principal as well as income, if necessary, 
but this is not desirable, as the guardian 
would rather preserve the original fund. 
The bank’s fee schedule is submitted to 
the court for approval, and once ap- 
proved, these fees are considered by the 
bank as having prior approval. Fees for 
special services, however, must be ap- 
proved by the court before payment. 
Visits to the ward away from the office 
would come under this category. 

In closing VA _ guardianships, the 
regular fee of 5% pro-rated if in an in- 
terim period, or the minimum annual 
fee if higher, should be the extent of the 
closing fee. If there are special services, 
the court is petitioned for allowance of 
additional compensation. When a VA 
guardianship receives income from 
sources other than VA payments, the ac- 
count is divided into two parts and the 
regular guardianship fee schedule is 
applied to the private assets. 

Acceptance of guardianship of the per- 
son is not advised, but in the event of 
such appointment, additional work 
would merit additional charges. Mainte- 
nance of the ward’s wife or children 
would be considered additional work 
and the court petitioned for the extra 
fees. Any additional fees must be sup- 
ported by an itemized explanation and 
for this purpose a form designed to re- 
cord time and other particulars can pro- 
vide the basis for ledger tabulation. 


3. Estates 


A rate of 1% was reported as a 
charge for property not passing through 
the executor’s hands but included in the 





taxable estate (life insurance for a 
named beneficiary, real estate held as 
tenants by the entireties, and jointly held 
securities with right of survivorship), 
The final audited figures of the Federal 
estate tax return are used as the basis for 
figuring fees, with additional charzes 
handled as previously described. Sug. 
gested charges for liquidating a busiriess 
in an estate, based on gross sale price, 
were: 


First $10,000 _______. . 9% 
Next 20:000' 7 
‘i SUC00 614 
as | | a re 6 
‘ 99;000 5 


Special services are often rendered 
without compensation, but management 
of income real estate such as large office 
buildings or extensive farm lands are 
charged for on either a real estate man- 
agement schedule or as additional ser- 
vice. 

The suggested minimum fee of $150 
was based on application of a 5% rate 
for the first $10,000 to the minimum es- 
tate requiring administration ($3,000). 
Indiana statutes make special provision 
for estates of $2,500 or less. Also this 
minimum is in line with what Indiana 
fiduciaries are charging. Charges for 
extra services are based on the following 
hourly rates: 


Clerical staff $ 5 
Junior officers 10 
Senior officers ___ 15 
Executive officers 20 


4, Regular & Supervised Investment 

Agencies 

These accounts normally do not in- 
clude close corporation stock, large notes 
or mortgages, or land contracts (the lat- 
ter two would be charged at a 34% rate 
based on face value). Investment agency 
accounts are associated with stock and 
bond holdings. The minimum fee sug- 
gested is $125 for a supervised account. 
This is higher than the $50 minimum 
for trusts because the investment account 
is of uncertain duration. Occasional in- 
terim reports may be made as a courtesy. 
but if required frequently would be 
charged for as an additional service. 
Preparation of individual Federal in- 
come tax returns by trust departments is 
not recommended and should be done 
by an independent accountant. On the 
few occasions when this work cannot be 
avoided it is charged at the regular hour- 
ly rate, just barely covering cost. 


5. Real Estate Agencies and other ‘eal 
Estate Accounts 


Management of unimproved real es- 
tate and vacant property involves lis )il- 
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ity insurance, tax and assessment pay- 
ments, and exploration of the possibility 
of profitable operation. For this reason 
a fee is properly justified. On rental 
properties, a fee schedule based on a 
percentage of gross rents collected or the 
value of leases written would normally 
cover duties regarding taxes and assess- 
ments and other ordinary services. Un- 
usual conditions or services, however, 
would involve additional compensation. 
Real estate agreements are not normally 
contracted for a minimum time period. 
The ascertaining of the potential cus- 
tomer’s purposes in setting up the ac- 
count ordinarily prevents the possibility 
of future difficulty arising. 

Where a broker is employed to sell 
real estate, the bank’s fee (as agent) of 
2% of selling price is earned because: 
the bank first tries to sell the property 
itself; if that fails it finds the broker 
best suited to handle the property and 
provides him with necessary data; a 
number of conferences are usually re- 
quired; at the closing the bank assumes 
responsibility to see that the sale is com- 
pleted, proper conveyance given, and 
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The world’s largest rotating sign — a claim 
verified by the National Sign Institute in 
Chicago — was installed recently atop the 
headquarters of the Valley National Bank in 
Phoenix. The 48,000 pound sign is an 
exact replica of the official Valley Bank 
seal. It measures 35 x 49 feet and stands 22] 
feet above the ground, 51 feet above the top 
of the building itself. It makes 1144 complete 
revolutions per minute. Three-feurths of a 
mic of neon tubing end 56 transformers 
illuminate the sign’s 1,100 square feet at 
nigiit, thereby creating a beacon for over- 
flying planes, as well as an outstanding ad- 
vertising medium. 


Shown at starting ceremonies are, left to 
rigiit: Warren Kyle, Bank Properties Man- 
ager; Ace La Motte, Valley National Bank 
Sales Manager; Bill Leiber, Secretary-Treas- 
urer, and Art Myers, President of Myers- 
Li ‘ber Sign Co.; and Jim Pattrick, Execu- 
tive Vice President, Valley National Bank. 
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that the owner receives what the sales 
contract provides. 


6. Pension and Profit Sharing Trusts 


When a plan includes contributions by 
both employer and employees, two separ- 
ate ledger sheets must be kept for each 
employee. Consequently the fee has to 
be larger. Since not all pension and prof- 
it sharing plans involve an insurance 
feature, basic fees may not provide for 
payment of insurance premiums or re- 
tention of insurance policies. This falls 
into the category of additional service. 
The value of the services connected 


therewith has been determined as begin- 
ning with $2 a unit. The word ‘unit” is 
used because a participant may have 
more than one policy. The panel ex- 
pressed the belief that companies usually 
can maintain participants’ accounts at a 
lower cost than the trustee, as the latter 
has to include an element of profit. Also 
preparation by the company of lists for 
the trustee to transcribe constitutes a 
duplication of work. For this reason it 
is not policy in their institutions to offer 
to maintain such accounts, although in 
a few cases they do maintain these rec- 
ords. 
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WHAT CAN YOU DO ON A RE-ORDER? 


This question is asked us almost every day, in letters 


“You will be interested to know that of the 
more than 200 names recently added to our 
mailing list, and to which we mailed the letter 
offering the new master book that you pre- 
pared for us, 80 requests for the book have 
been received to date. 
Congratulations! 


“Incidentally, our supply of the master books 
W hat 


If the response to your Trust Department adver- 
tising is not doing what you honestly consider “an 
excellent job,” write, wire or telephone THE PURSE 
COMPANY for suggestions. It will cost you nothing 
to get our recommendations. 


os — @ < — OO hs 


CHATTANOOGA 








This is what we call 
do on a re- 


can you 


‘ 


i OD <3 BB =P: —} — 9-08 =F 








745 












ALABAMA 


BIRMINGHAM—First NATIONAL BANK elected J. T. Noland 
a trust officer. An honor graduate in 1943 of U. of Kentucky, 
Noland had nine years with the Vredenburgh Saw Mill Co. 
of which he was auditor. On the sale of the company in 
1954, Noland assisted Mr. Vredenburgh in management of 
his business affairs, and his family in settlement of the ex- 
tensive estate. 


ARKANSAS 


PINE BLUFF—William L. Little appointed trust officer at 
NATIONAL BANK OF COMMERCE, having recently resigned as 
vice president and auditor of ARKANSAS TRUST Co. 






CALIFORNIA 


LOS ANGELES—Named trust officers at SECURITY-FIRST 
NATIONAL BANK were: Carl E. Carlson and Dickson F. 
Stroufe, head office; and asst. trust officers, Edward J. Rose, 
L. C. Loshbough, Jr., at Citizens division. 
















FLORIDA 


FORT LAUDERDALE—Edward G, Mikol promoted to trust 
officer at BROWARD NATIONAL BANK. 


ORLANDO—C. S. Burns, until recently a National Bank 
Examiner with the Sixth District of the Federal Reserve 
System, elected trust officer of First NATIONAL BANK AT 
ORLANDO. Burns attended Gordon Military College and re- 
ceived a bachelor’s degree in business administration from U. 
of Georgia. 


ST. PETERSBURG—First NATIONAL BANK advanced Robert 
J. Pedgrift to senior trust officer and Charles E. Dixon to 


trust officer; and appointed Richard C. Kimball a trust 
officer. 






















GEORGIA 
SAVANNAH—Nephew K. Clark elevated from executive 
vice president and trust officer to president of LIBERTY Na- 
TIONAL BANK & TRUST Co., succeeding E. J. Wilson. Clark 


began his banking career with Liberty in 1934, as asst. trust 
officer. 


ILLINOIS 


AURORA—Ernest K. Beutein elected trust officer of AURORA 
NATIONAL BANK, succeeding David R. Lynch, vice president 
and trust officer, retired. Beutien has been an internal rev- 
enue agent for 16 years. 










CHICAGO—S, A. Jackson became advertising manager of 
CONTINENTAL ILLINOIS NATIONAL BANK & TrRUsT Co. suc- 
ceeding J. K. Waibel, resigned. 


CHICAGO—LAKE SHORE NATIONAL BANK appointed Charles 
F. Harding, III, as vice president and trust officer and head 
of the trust department to succeed Herbert E. Devereaux, 
retiring after 33 years of service. 





TRUST PERSONNEL CHANGES 













INDIANA 


INDIANAPOLIS—James W. Shirley advanced from asst. 
trust officer of FIDELITY BANK & TrRusT Co. to assistant 
secretary. 


MASSACHUSETTS 


SPRINGFIELD—William A. Lieson promoted to executive 
vice president at VALLEY BANK & TrusT Co., and will con- 
tinue in administration of loan and trust functions. 


NEW HAMPSHIRE 


PORTSMOUTH—Bradford M. Kingman named treasurer 
of PORTSMOUTH TRUST Co. succeeding the late Willis E. Un- 
derhill, secretary and trust officer. 


NEW JERSEY 


MORRISTOWN—Morristown Trust Co. appointed Philip 
L. Azoy asst. trust officer and assistant secretary. Azoy 
comes from New York where he was in the trust administra- 
tion department of Ciry BANK FARMERS TRUST Co. 


NEW YORK 


NEW YORK—At Brown BROTHERS HARRIMAN & Co., J. 
Eugene Banks advanced from assistant manager to manager 
of the Institutional Investment Department. Banks is a grad- 
uate of Washington U. in St. Louis, and has been with the 
firm since 1942. 


NEW YORK—CHASE MANHATTAN BANK elected Charles M. 
Frey, Eugene J. Galbraith, Walter S. Rossitter and Kenneth 
A. Soutra as personal trust officers; and Eleanor A. Kropf 
and Richard H. Moran estate planning officers. 


NEW YORK—At CHEMICAL CORN EXCHANGE BANK, John 
G. Riddell named investment trust officer and James W. 
Welsh, Jr., trust officer. Riddell is a graduate of Miami 
(Ohio) U. and joined the bank in 1950 as a security analyst. 
Welsh, a graduate of Harvard College and Harvard Grad- 
uate School of Business Administration, has been with Chem- 
ical since 1933. 


NEW YORK—Florence Kurtz named asst. trust officer at 
CLINTON TRUST Co. 


NEW YORK—MANUFACTURERS TRUST Co. appointed Vin- 
cent C. Buono and Robert A. Byrne as asst. trust officers in 
the corporate trust department. Buono is a graduate of 
Brooklyn College and Law School; Byrne, Yale and St. 
John’s U. School of Law. Walter S. Friedsam, formerly 
asst. trust officer in stock transfer department is now as- 
signed to the comptroller’s department as assistant secre- 
tary. 

NEW YORK—J. Edwin Murdock elected asst. vice presi- 
dent of UNITED STATES TRUST Co. in the trust records de- 
partment. He was formerly associated with international 
Business Machines Corporation. 













N. K. CLARK 
Savannah 


Cc. S. BURNS 
Orlando 







Springfield, Mass. 


WILLIAM A. LIESON 








en I 
J. E. BANKS 
New York 






STETSON B. HARM4N 
Portland, Ore. 





J. E. Murpock 
New York 
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ROCHESTER—F. Thayer Sanderson and Robert J. Vanas 
promoted to trust officers at LINCOLN ROCHESTER TRusT Co.; 
and Thomas C, Buckley to trust and estate planning officer. 
Sanderson received his Bachelor’s and Law degrees from 
Cornell U., and entered the trust department in 1949. Vanas 
holds a Certificate in Business Administration from U. of 
Rochester, and came with Lincoln in 1935. Buckley, a 
Harvard U., Harvard Graduate School graduate, served with 
the Byrd Antarctic Expendition in 1933-34. After the war he 
entered the life insurance business, leaving that to join the 
trust department in 1956. 


WATERTOWN—William J. Spies elected asst. vice presi- 
dent and asst. trust officer of WATERTOWN NATIONAL BANK. 


NORTH CAROLINA 


DURHAM—DeposiTors NATIONAL BANK named Charles P. 
Wrenn and Mrs. Margaret L. Woodhouse assistant trust 
officers. Wrenn, an attorney, previously was in charge of 
the legal aspect of banking of First Securities Corp. of 
Durham. Mrs. Woodhouse has been with the bank since 
1951, primarily in trust work. 

GREENVILLE—Sherrill Bryant named farm representa- 
tive in the trust department of GUARANTY BANK & TRUST 
Co. He received a B.S. degree in Agricultural Economics 
from North Carolina State College this year. 


WINSTON-SALEM—W. Robert Pistole advanced to trust 
officer, H. J. Runnion, Jr., elected asst. trust officer, 
WAcHOVIA BANK & TrRustT Co. 


OHIO 


CINCINNATI—Appointed asst. trust officers at CENTRAL 
Trust Co. were James H. Lewis and McCurtain Scott, serv- 
ing in estate planning division. Lewis came to the bank 
last March from Security Trust Co. of Rochester, and was 
formerly with the law firm of Winthrop, Stimson, Putnam 
& Roberts of New York, and in the tax department of J. P. 
Morgan & Co. Inc, after graduation from Columbia U. Law 
School. Scott joined Central Trust last August, from First 
National Bank & Trust Co. in Oklahoma City; is a graduate 
of Georgetown U. and U. of Oklahoma Law School. 


OREGON 


PORTLAND—Stetson B. Harman, vice president and trust 
officer, named head of the trust department of First Na- 
TIONAL BANK to succeed John N. Adams who retired to 
become associated with ARAWAK TrusST Co. LTD. in Nassau, 
Bahamas. Former president of the American Institute of 
Banking, Harman began his banking career as a messenger 
with Bank of America N.T. & S.A. in 1933, and was with 
First Trust & Savings Bank in Pasadena from 1936 to 1956 
when he joined First National. 


PORTLAND—Three new asst. trust officers appointed by 
Unirep STATES NATIONAL BANK were Lyle L, Janz, Jr., Ray- 
mond H. Lung and David M. Wood. Janz holds a B.A. degree 
from U. of Oregon and is a senior at Northwestern College 
of Law; Lung is a graduate of Northwestern College of 
Law and of U. of Oregon with a B.S. in Economics and a 
year of graduate work towards a Masters; and Wood holds 
a B.S. in Political Science from Lewis and Clark College. 
All three are members of the trust department since 1954. 


PENNSYLVANIA 


HARRISBURG—William H. Cleaver elected a trust officer 
of HARRISBURG TRUST Co., coming from PROVIDENT TRADES- 
MENS BANK & Trust Co. of Philadelphia where he had been 
22 years. Stanley S. Zimmerman, director and vice president 
Placed in general supervisory charge of the trust depart- 
ment with James R. Reeser made a trust officer and ad- 
ministrative assistant to Mr. Zimmerman and the senior 
trust officers. Florence E. Huber and Russell H. Gleim 
advanced to senior trust officers in charge of estate ad- 
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Philadelphia 
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Chattanooga 
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Fort Worth 





ministration and trust, accounting; Harold K. Brooks to 
estate planning trust officer; Jane W. Sipe named assistant 
secretary in the trust department. The trust investment 
division will be under general supervision of George W. 
Reily, vice president, and William C. Keller, asst. vice presi- 
dent, with John B. Yellott promoted to assistant secretary in 
this division. 


PHILADELPHIA—Otto P. Mann named senior vice presi- 
dent in charge of the personal trust department of FIDELITY- 
PHILADELPHIA TRUST Co. to succeed Paul C. Wagner who 
retired after more than 20 years with the bank. Wagner 
will reenter general law practice as a partner of Pepper, 
Bodine, Frick, Scheetz & Hamilton. Mann joined Fidelity in 
1920; is a graduate of Wharton School of U. of Pennsyl- 
vania and U. of Pennsylvania Law School. 

Ralph D. Strong elected asst. vice president in the corpor- 
ate and pension trust department. 


PITTSBURGH—Clarence J. Robinson appointed trust officer 
at MELLON NATIONAL BANK & Trust Co.; Robert F. Lindsay 
and Frank Sturek named assistant secretaries in the trust 
department. 


WILKES-BARRE—Merton E. Jones appointed asst. trust 
officer of First-SECOND NATIONAL BANK & Trust Co. He 
previously served as law secretary to Justice Benjamin R. 
Jones of Pennsylvania Supreme Court. 


TENNESSEE 


CHATTANOOGA—William G. Brown elected senior vice 
president and trust officer of AMERICAN NATIONAL BANK 
& Trust Co. A graduate with highest honors from Lamar 
School of Law, Emory U., Brown is a past president of the 
Chattanooga Bar Association and has been a member of the 
firm of Chambliss, Brown & Hodge and its predecessors 
since 1947. Will L. Harris, previously senior vice president 
and senior trust officer in charge, who had been ill, remains 
as a vice president. 


NASHVILLE—W. Lane Abernathy promoted to asst. vice 


president and trust officer of First AMERICAN NATIONAL 
BANK. 


TEXAS 


FORT WORTH—ConTINENTAL NATIONAL BANK advanced 
Edwin L. Cromwell to asst. trust officer and assistant cashier. 


FORT WORTH—J. Lee Johnson, Jr., president of First 
NATIONAL BANK since 1951, elected chairman of the board 
and chief executive officer; Murray Kyger advanced from 
executive vice president to president; succeeded in the 
former post by Frank W. Adams, formerly vice president 
of MELLON NATIONAL BANK & TrRusT Co., Pittsburgh. 


HOUSTON—NATIONAL BANK OF COMMERCE elected Frank T. 
Rea a vice president and trust officer. 


WASHINGTON 


SPOKANE—Robert F. Clark named trust officer at the 
Spokane branch of SEATTLE-FIRsT NATIONAL BANK. He has 
been with the institution since 1939. 
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MERGERS, NEW TRUST POWERS 
& CHANGE OF NAME 


Denver, Col.—Merger into First Na- 
TIONAL BANK of its trust affiliate INTER- 
NATIONAL TRUST Co. took place at the 
close of business August 8, coincident 
with the completion of the new bank 
building. Head of the merged institution 
is Montgomery Dorsey, continuing as 
chairman of First National; John Evans 
remains as president; Eugene H. Adams, 





MONTGOMERY DORSEY JOHN EVANS 


who had been president of International 
Trust, becomes executive vice president; 
C. Edgar Kettering continues as execu- 
tive vice president, in charge of the trust 
department. Mr. Dorsey, partner in 
Hughes and Dorsey and former Colorado 
legal contributing editor for TRUSTS AND 





EUGENE H. ADAMS 


C. EDGAR KETTERING 


ESTATES, joined the bank in 1927 as 


counsel. Mr. Evans is only the fifth 
president in the bank’s 99-year history. 
Mr. Adams became president of the trust 
company at the age of 39. Judge Ketter- 
ing left the Denver County Bench, where 
he had served 14 years, to join the trust 
company in 1951. 

Noblesville, Ind. — AMERICAN NATION- 
AL BANK has opened its new trust de- 
partment with Chauncey A. Craig, vice 
president and trust officer in charge, and 
Donald B. Hayes as assistant cashier and 
assistant trust officer. 


Bowling Green, Ky. — AMERICAN Na- 
TIONAL BANK and the PoTTeR-MATLACK 
BANK & Trust Co. have merged under 
the name of AMERICAN NATIONAL BANK 
& Trust Co. G. A. Willoughby remains 
as president; Jones Mercer, executive 
vice president and trust officer; and 
Emery E. Cardwell, vice president and 
trust officer. 

Cambridge & Glen Burnie, Md. 
CouNTY TRUST Co. OF MARYLAND, Cam- 
bridge, changed its location to Glen 
Burnie. 


Grand Rapids, Mich. — Merger of OLD 
KENT BANK & MICHIGAN TRUST Co., and 
PEOPLES NATIONAL BANK became effec- 
tive July 31st, on approval of Federal 


748 


Reserve authorities. The new name is 
OLD KENT BANK & TrusT Co., with of- 
ficers George C. Thomson as chairman 
of the board; Carl H. Morgenstern, 
president; John M. Reynolds, executive 
vice president in the trust division. 


Minneapolis, Minn. — FIDELITY STATE 
BANK has been granted permission to 
establish a trust department and change 
its name to FIDELITY BANK & TRUST Co. 
It will be the only bank with trust pow- 
ers in the Minneapolis area outside of 
the loop. 


Plainfield, N. J. — PLAINFIELD NaA- 
TIONAL BANK and PLAINFIELD TRUST Co. 
merged and became known as PLAIN- 
FIELD TRUST STATE NATIONAL BANK, up- 
on final approval of Comptroller of the 
Currency. 


Trenton, N. J.—Consolidation of F1rst- 
MECHANICS NATIONAL BANK and TREN- 
TON BANKING Co. under the name of 
First TRENTON NATIONAL BANK, has 
been approved by stockholders. President 
of the new institution will be Harvey 
C. Emery, president of First-Mechanics; 
chairman and chief executive officer, 
Harvey C. Emery; executive vice presi- 
dents, Harold Ray and Richard G. Mac- 
gill; vice president and cashier, Stephen 
W. Wright, and all other employees will 
be retained. Total resources will be over 
$170 million, with the bank ranking sixth 
in the state and 161st in the nation. 


Lynbrook, N. Y. — LYNBROOK NATION- 
AL BANK & TRUST Co. merged into CEN- 
TRAL BANK & TrRusT Co. of Great Neck, 
under name of latter. 


Asheville & Charlotte, N. C.—FIRstT 
NATIONAL BANK AND TRusT Co. of Ashe- 
ville has consolidated with UNION Na- 
TIONAL BANK of Charlotte under the 
title of First UNION NATIONAL BANK OF 
NORTH CAROLINA. The former bank will 
be known as the Main Asheville office. 
Top officers of the combined institution, 
which will have resources over $100,000,- 
000, are George S. Crouch, chairman; 
Charles D. Parker, vice chairman; Carl 
G. McGraw, president. 


Shawnee, Okla. Federal Reserve 
Board granted trust powers to AMER- 
ICAN NATIONAL BANK as of June 11. 
Officers appointed to the trust depart- 
ment are H. T. Riddle, vice president and 
trust officer, and Miss Frances Robert- 
son, asst. trust officer. 


Portland, Ore. First NATIONAL 
BANK of Portland changed its name to 
First NATIONAL BANK OF OREGON. 


Scranton, Pa. — Shareholders of FIRST 
NATIONAL BANK & TrRusT Co., Scranton, 
WILKES-BARRE DEPOSIT & SAVINGS BANK, 
and MARKLE BANKING & TRUST CoO., 
Hazelton, voted to merge under the name 
of NORTHEASTERN PENNSYLVANIA NaA- 
TIONAL BANK & TrRusT Co. with head- 
quarters in Scranton. The bank will be 
the largest in Pennsylvania, exclusive of 
Philadelphia and Pittsburgh, with re- 
sources of $145,000,000. Frank E. Hem- 





ee 


New building of First National Bank of 
Denver which consolidated on August 8 with 
International Trust Co., is tallest building in 
the Rocky Mountain area. The Trust Depart- 
ment on the third floor extends the length of 
a city block along the front of the building. 
A separate Bond Department stocks and dis- 
tributes municipal securities and trades in 
Government Obligations. A fully equipped 
darkroom provides for rapid and accurate 
photographic reproduction of transactions. 
The executive dining rooms can serve 75 
people at a time and a cafeteria on the lower 
banking level accommodates 200. The park- 
ing area will hold 500 cars. The building will 
house daily more people than the 4,380 popu- 
lation of Denver in 1860 when First National 
had its inception. In 1865 the bank was 
granted the first National Bank charter west 
of Omaha. 





elright, president of First National of 
Scranton, will be president of the new 
Bank. 


Towanda, Pa. — CITIZENS iNATIONAL 
BANK has changed its title to CITIZENS 
NATIONAL BANK & TrRusT Co. 


Corpus Christi, Teaxs — New trust 
powers have been granted to MERCAN- 
TILE NATIONAL BANK by the Federal Re- 
serve. Board chairman Lamar Folder 
will serve as trust officer; C. W. Jones, 
as president and asst. trust officer. 


Galveston, Texas — Merger of HUTCH- 
INGS-SEALY NATIONAL BANK and the 
First NATIONAL BANK became effective 
under the name of First HUTCHINGS- 
SEALY NATIONAL BANK. President is 
John W. Harris. 

A A A 

e Twenty-eight student bankers from 8 
states attended the 13th annual] Trust 
Development School conducted by the 
Trust Division of the Illinois Bankers 
Association. The school was held August 
3-21 on the Chicago campus of North- 
western University. The men heard lec- 
tures on trusts, estate planning, life in- 
surance and taxation. A brainstorming 
panel on trust selling, a curriculum in- 
novation, was conducted by Victor Cullin, 
of Chicago Title & Trust Co., and «ohn 
L. Chapman, of City National Barn & 
Trust Co., Chicago. 
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New Trust Company in 


Bahamas 

“eee Nassau, Bahamas 
' — ARAWAK TRUST 
Co. LTD., incorpo- 
rated last Decem- 
ber for the prin- 
cipal purposes of 
acting as trustees 
of Bahamian set- 
tlements, to advise 
on transfer of as- 
sets to the Ba- 
hamas, and to manage companies which 
sre domiciled there, has named John N. 
\dams its executive vice president and a 
lirector. To accept the post Adams re- 
fired several months early from First 
National Bank of Portland, Oregon, 
where he was vice president and trust 
officer in charge of the trust department. 
He joined the trust department in 1949, 
prior to which he was general agent for 
Oregon representing Aetna Life Insur- 
ance Co, 

The sponsors and correspondents of 
the Arawak Trust Co. include Brown 
Brothers Harriman & Co. and Goldman, 
Sachs & Co., New York; Canadian Bank 
of Commerce and National Trust Co. of 
Toronto; Bank of Bermuda, Hamilton; 
and Kleinwort, Sons & Co. of London, 
England. 


JoHN 2... ADAMS 
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EXECUTIVE PLACEMENT | 


Address responses to Code 
care of TRUSTS AND ESTATES. 

Assistant Trust Officer, 31, with 12 
years trust banking experience, strong 
operations background, full knowledge of 
trust accounting, trust administration 








number, 













and taxes. Now desires position with 
growing bank as operations or adminis- 
tration officer. Will relocate. 88-2. 


Trust Officer with New England bank, 
desires position in South or Southwest. 
Commercial and trust experience, prefer 
estate planning and new business de- 
velopment. 88-3. 


Vice President & Trust Officer of ac- 
tive, small trust department desires 
similar position in larger department of 
progressive bank. Prefers opportunity to 
spend considerable portion of own time 
in estate planning and new business de- 
velopment. Legal and varied business 
background. 88-4. 


Trustman 29, B.S.C., LL.B., 4 years 
experience with medium trust depart- 
ment in personal trust, estate planning, 
operations, now in charge of tax division. 
Seeks key position progressive bank, 87-6. 


Asst. Trust Officer, 30, large sized 
trust dept., West Coast; desires oppor- 
tunity Bay Area or So. Calif. 7 years 
personal trusts, agencies, limited pro- 
bate experience; also, 5 years general 
banking and auditing. 87-7. 


Trust Officer, lawyer, 37, experienced 
in all trust department phases, including 
new business development, presently 
operating small active trust department, 
seeks better opportunity with progres- 
sive institution. Location no factor. 87-8. 

Attorney, 39, upstate N. Y., seeks trust 
position. Former bank attorney—real es- 
tate closings. Presently corporation,coun- 
sel, Heavy corporate, estate, wills, prop- 
erty experience. Prefers south, southwest 
or far west. 87-9. 


Attorney, 34, 6 years estate planning, 
tax, probate, drafting and trust admini- 
stration with one of largest banks. 87-10. 


Trust & Tax Officer, A.B., LL.B., Law 

















dence. 
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Excellent Opportunity 
for a 
TRUST OFFICER 


Large Southwestern bank can offer responsible 
position to qualified trust officer. This is an unusual 
opportunity for a trust man with proven ability and 
wide experience in trust administration. Salary 
open. All applications will be held in strict confi- 


BOX H-88-9, TRUSTS AND ESTATES 
50 East 42nd St., New York 17 









Review, 40, 12 years experience in pro- 
bate & courts, taxes, estate planning, 
administration, in top midwest trust de- 
partment. New business ability proven. 
Trust law author. Desires V.P. & T.O. 
post in California or southwest. 87-11. 





LAW OFFICE 
SECRETARY 


If you have secretarial experience in a 
trust department and want to work in a 
pleasant law office in New York City 
specializing in estates and trusts, send 
your resume to 

Box H-88-8, Trusts and Estates 

50 East 42nd St., New York 17 








INVESTMENT MAN 


Large midwestern Trust Ccmpany has 
opportunity for person experienced in 
trust investment and analysis activities. 
Write giving resume of background and 
experience. 


Box H-88-1, Trusts and Estates 
50 East 42nd St., New York 17 








OPPORTUNITY FOR ATTORNEY 


Large, progressive New York bank seeks 
to employ capable attorney. He will join 
our Trust Department in a position in- 
volving considerable estate planning, co- 
operation with attorneys in drafting legal 
instruments, and client contact. The man 
we want has an engaging personality, is 
ambitious, and may be presently em- 
ployed in a law office. 

For the right man this is an excellent 
opportunity with an attractive salary, and 
an extensive employee benefit plan. Write 
outlining your qualifications to 

Box H-88-5, Trusts and Estates, 
50 East 42nd St., New York 17 


(Our staff knows of this advertisement.) 








TRUST NEW 
BUSINESS MAN 


Outstanding opportunity for new busi- 
ness man in the personal trust department 
of one of America’s great banks. Salary 
commensurate with ability and experi- 
ence, plus comprehensive employee bene- 
fit program. 

Our new business effort is an daggres- 
sive and continuing one, receiving the 
active support of all personnel from sen- 
ior management down. 

We have advised our people of this 
advertisement. Submit letter covering 
your background and requirements to 

Box H-88-7, Trusts and Estates 
50 East 42nd St., New York 17 








SENIOR TRUST OFFICER 


Needed to take charge of Trust Depart- 
ment in South Florida. Please give train- 
ing, experience, and present salary. Excel- 
lent opportunity for person with initiative 
and determination to take advantage of 
local trust market. 


Box H-88-6, Trusts and Estates 
50 East 42nd St., New York 17 
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So FIGURES FROM THE SECURITIES 
and Exchange Commission’s Statis- 
tical Series, Release No. 1533, are des- 
tined to be quoted again and again in 
illustration of various conflicting theses. 
These are the yield figures for corporate 
(trusteed) pension funds during the 
three years 1955-57 now calculated “of- 
ficially” for the first time. 

The Release, “Corporate Pension 
Funds, 1957,” consists of four tables of 
statistical data accompanied by three 
pages of description and discussion. The 
first two tables summarize information 
about the growth and distribution of 
pension fund assets during the years 
1951-57 while the other two provide 
figures on receipts, expenditures and 
rates of interest return. Tables 2 and 4 
show the amount of assets and the rates 
of return, respectively, achieved in each 
of seven broad industrial classifications. 

A summary of the Release was pro- 
vided in the July issue, p. 648. Our pur- 
pose here is to consider in some detail 
what conclusions can be drawn from the 
series of increasing interest yields for 
the years 1955-57 other than the “inter- 
pretive” conclusion that the rise reflects 
“the shift to higher-yielding investments 
and the generally upward trend in in- 
terest rates.” U. S. News & World Re- 
port of June 20, for example, argued 
that the higher earnings would eventual- 
ly mean “bigger pensions.” Is such an 
opinion justified ? 

In the first place, we must find fault 
with the “income” tables of the S.E.C. 
report. Table 3, which analyzes the ag- 
gregate receipts and expenditures of cor- 
porate pension funds during the years 
1955-57, does not “balance” with Table 
1 giving the book values of the funds’ 
assets at the end of the years 1954-58. 
For example, Table I shows that during 
1955 the aggregate book value of corpo- 
rate funds increased by $2,077 million. 
Yet the net receipts of Table 3, obtained 
by subtracting benefits and expenses 
from contributions, interest and net 
profits on sale, amounted to $2,122 mil- 
lion. Presumably book values were writ- 
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Table I: 


Distribution of Assets by Type 


($ Million) 
Book Value, End of Year 














1951 1952 1953 1954 1955 1956 1957 
Cash and deposits: 291 265 313 296 343 aoe 368 
U. S. Government securities _....... 2,170 2,162 2.297 2,284. 2,536 2,293 2,032 
Corporate bonds . 3,125 4,142 5,181 6,359 7,225 8,704 =: 10,392 
Own company 1 1 1 1 1 598 641 
Other companies 1 ] 1 1 1 8.106 9,751 
preserred (st0Gk 2... . wiz 331 397 454. 510 570 6ll 
Camanen stock =... .. @12 T2006 1.649 2,286 2,958 3,774 4.770 
Own company 246 297 342 382 434 505 584 
Other companies 566 909 1,307 1,904 2,524 3,269 1,187 
pA eee eee eee 1 1 1 1 146 230 313 
ES ee 206 Zit 384 473 51] 736 833 
Total assets - _ 6,876 8,382 10.222 12,153 14,230 16,639 19,319 

1Not available separately. 
ten down in 1955 to the extent of $45 with the impression that some of the 


million. This can be expressed alterna- 
tively, by saying that $45 of the $84 mil- 
lion of actual profit from sale of invest- 
ments was used to write down the book 
values of investments that were consid- 
ered overvalued. 

This criticism of Table 3 emphasizes 
the unrealistic nature of the interest rates 
calculated in Table 4. These rates were 
obtained by dividing the interest income 
(not including the profits from sale of 
assets) by the “average of assets at book 
value at beginning and end of year less 
one-half investment income.” Clearly any 
fund that wrote its book values down 
heavily during the year would thereby 
enhance its interest yield for that and 
subsequent years — instead of depress- 
ing that year. Since the aggregate “write- 
down” of the year 1955 ($45 million) 
was nearly 10% of the aggregate in- 
terest income in that year we are left 


yield differentials between the seven in- 
dustry groups shown in Table 4 (e.g. 


4.70% 


for Trade, 2.99 for Communica: 


tion — all to two decimal places! ) could 


have arisen 


because of differences in 


bookkeeping. Thus, for example. if the 
whole of the $45 million “write-down" 
happened to have been in the extractive. 


construction 


and 


service industries — 
which is, naturally, very unlikely — the 
1955 yield of 3.57% 
group has been raised from a “non- 
write-down” figure of 3.16%. 
The answer is, of course, that the ac- 
tual amounts written down during the 
year must be regarded as an investment 
loss and must be allowed to depress the 
yield in that year. This bookkeeping loss 
will eventually be recouped if the “write: 
down” proves to have been in error. If 
the “write-down” is valid it should ob- 
viously be treated as a reduced yield. 


shown for that 





Table 2: Assets Classified by Industry of Employer 
Book Value, End of Year 











1951 1952 1953 1954 1955 1956 

Manufacturing pacivcenteetientecn Oe 6,036 7,329 8,731 10,391 
Electric, gas and water ___. 351 418 495 582 685 798 
WROMSMOTIANION: 2i3 265 339 438 549 695 
Communication. .......-.........__..... 1,449 1,633 1,852 2,074 2,294. 2,530 
ES eae ee 693 807 912 1,050 1,205 1,355 
Financial and real estate 331 388 450 516 577 648 
Other? ____ 89 111 138 165 190 221 
All industries 6,876 8,382 10,222 12,153 14,230 16,639 


“Extractive, construction and service. 
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10,392 
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9,751 
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4.770 
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Table 3: Receipts and Expenditures 
($ Million) 





1955 1956 1957 









Imployer contribution —__. 1,803 2,053 2,303 
Imployee contribution —___. 222 267 316 
come from interest and 

ERC ee 463 558 677 

























\et profit or loss on sale of 

BOT ickdeksarwenenninpanansencaueas 84 49 ll 

Wher Wmecome. 12 19 15 
Total receipts —_..... 2,583 2,945 3.322 

fenefits paid out _..... 447) 544628 

Ixpenses Re a ee OR 14 13 12 
Total disbursements _. 461 557 640 








ooo. 2122 2389 2,682 





\et receipts ____. 













But this is not all. When an actuary 
assumes a valuation rate of interest in 
the calculation of employer (and em- 
ployee) contributions he assumes that 
there is no income other than contribu- 
tions and interest and that there is no 
outgo other than pension and other “con- 
tractual benefits. If, therefore, invest- 
ment profits swell the fund these profits 
must be treated as part of the “interest” 
income. And this is just what insurance 
companies do when they calculate their 
yields. In other words, by leaving out 
actual profits and losses on sale, the 
S.E.C. has produced an incorrect picture 
of the earnings rate of pension funds in 
this country and has, furthermore, pub- 
lished rates that are not comparable with 
the yields of life insurance companies. 





















There is another point concerning Ta- 
bles 3 and 4 about which we are unhap- 
py. There are small, and nearly bal- 
ancing, items labelled “other income” 
and “expenses,” respectively, in each of 
the three years 1955-57. At first sight the 
“expenses” are trustee and actuarial fees 
and the “income” is contributed by the 
corporations to pay them. This may be 
the case in isolated instances but in gen- 
eral neither trustee nor actuarial fees 
appear in the trustee statement of a pen- 
sion fund since they are nearly always 
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Table 4: Rate of Return by Industry 
of Employer! 






(Percent) 












1955 1956 1957 
Manufa ‘turing 3.55 3.63. 3.83 
Electric, gas and water _.. 3.64 3.75 3.94 
Transportation _..4.01 4.02 4.03 
Communication 2. BOR 267 226 
Trade ww _.... 4.70 4.42 4.57 
Financial and real estate _. 3.72 4.33 4.41 
Other non-manufacturing — 3.57 3.54 3.86 
All Industries wi J.)  Bee See aes 





ae 


Income from dividends, interest and rent divid- 
ad by a erage of assets at book value at beginning 
and end of year less one-half investment income. 
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paid “separately.” This, by the way, is 
another reason why an insurance com- 
pany yield in which the investment in- 
come and profits are used after deduc- 
tion of investment department expenses 
and federal income tax cannot be com- 
pared with these S.E.C. yields for pen- 
sion funds. In any case these small, un- 
explained “other income” and “expense” 
items in Table 3 are the source of some 
disquiet to us. 


We should thus not accept the in- 
terest yield of the S.E.C.’s Table 4 at 
their face value. They neither recognize 
the writing-down of book values nor the 
presence of possibly large profits on sale 
of investments. The three aggregate 
yields computed by the S.E.C. were 
3.58%, 3.68% and 3.84%, respectively, 
for the three years 1955-57. If the “net 
profits on sale” for those years are con- 
sidered as part of the investment yield 
of the year — as they must be — the 
three yields become 4.23%, 4.01% and 
3.90%, respectively — a falling series. 
On the other hand if the changes in book 
values in those years are also introduced 
into the investment yield — as they 
should be to prevent distortion due to 
arbitrary bookkeeping practices — the 
three yields become 3.88%, 4.15% and 
3.89%, respectively — an up-and-down 
series! 


Can we draw any conclusions from 
these last three yields which, on the in- 
formation available, are the correct 
statement of gross investment experience 
of American trusteed pension funds dur- 
ing the three years 1955-57? Frankly, 
very little. Mention has several times 
been made in this column of the actuarial 
theory of the “final pay” pension. Sup- 
pose the actuary uses in his computations 
a 3% net interest assumption and a sal- 
ary scale based on current pay.* Then if 
pensions are based on the compensation 
earned by an employee in his last five 
years of employment the pension fund 
must compound at a rate equal to 3% 
plus the annual percentage cost-of-living 
rises that are automatically included in a 
man’s pay. For example, the cost-of-liv- 
ing in this country rose by some 2-3% 
between 1956 and 1957. If this rise has 
been incorporated into the salary incre- 
ments of the employees of Company A 
— as it will be in the long run — that 
company’s pension fund should have in- 
creased by a 5-6% (i.e. 3% plus 2-3% ) 
during 1957. This is well in excess of 


*In other words the rate of salary increase be- 
tween ages 40 and 60, for example, is obtained by 
dividing the current average salaries of employees 
presently aged 60 by the current average salaries 
of those presently aged 40. 
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the 3.89% we have computed as the 
country-wide average in that year. 

The fallacy is very easily seen — and 
it shows why the calculation of interest 
yields on “book values” is only an in- 
teresting computational exercise. With 
25% of all assets of pension funds in- 
vested in common stock there must be a 
substantial unrealized profit in the 
$4,770 million of book value of these 
stocks. This “profit” could be revealed 
each year as it occurred or it can be left 
to emerge on a compounded basis in a 
future year. But so long as the second 
procedure is adopted we cannot say 
whether a given pension fund is, or is 
not, keeping up with its liabilities. 

We may summarize as follows: 


(1) The S.E.C.’s interest yields have 
omitted consideration of realized 
profits and of book values “write- 
downs”; 


(2) They are thus not comparable 
with life insurance company 
yields — which, in any case, are 
usually quoted “net” instead of 
“gross”; 

Because the S.E.C. yields are 
based on book values (and do not 
introduce market gains and 
losses) they do not provide a 
valid picture for the employer 
who is trying to “keep up with 
inflation” through his _ pension 
fund. 


(3) 


Life Insurance Business 


Reviews Social Security 
A TIME WHEN ACTIVE CONSIDERA- 


T 

A tion is being given to raising social 
security benefitss the American Life 
Convention and the Life Insurance As- 
sociation of America have jointly issued 
a statement summarizing their views on 
social security.¢ This consists of 18 num- 
bered points which can be compressed 
into the phrase: enough is enough. 


More specifically the Joint Committee 
on Social Security of these two bodies: 
(1) draws attention to the economic 
dangers of overexpansion of social se- 
curity which operates merely to redistri- 
bute income, (2) advocates the expan- 
sion of job opportunities for the aged 
and handicapped, (3) emphasizes that 
the OASDI system is a “floor” on which 
personal savings and private pension 
plans should be built, (4) reminds us 
that the system is intended to be self- 
supporting and all-embracing but should 
not pay unneeded, duplicated or lump- 
sum benefits, (5) reiterates that the pay- 
ment of disability pensions is dangerous 


+See, for example, the May 1958 issue of The 
First National City Bank of New York’s monthly 
economic bulletin and U. S. News & World Report 
of May 2. 


tSound Policy for Social Security, Washington, 
D. C. (February, 1958). 


and less satisfactory than an effective 
program of rehabilitation, and (6) 
claims that a governmental systein of 
compulsory health insurance would be 
thoroughly undesirable. 

Readers interested in obtaining a copy 
of the 16-page text should write to the 
Joint Office of the two organizations 
mentioned (Suite 1100, 1701 K Street. 
N.W., Washington 6, D. C.). 

It is interesting to note that at its June 
annual meeting in Waterloo, Ont., the 
Canadian Association of Actuaries heard 
a report from its special committee on 
social security. The committee’s views 
agree with those of their American coun. 
terparts in many respects but two diver. 
gencies from U. S. philosophy are: 

(a) A payroll tax is administratively 

cumbersome and expensive; and 


The Canadian system’s normal 
retirement age of 70 should not 
be lowered but disability pensions 
might be granted at an earlier 
age, 










(b) 
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Booth Chairman of 
Western Trust Conference 


E. H. Booth, Jr., senior vice president 
and senior trust officer of Title Insur- 
ance and Trust Co., Los Angeles, will be 
general chairman of the 32nd Westem 
Regional Trust Conference of the Amer 
ican Bankers Association to be held at 
the Statler-Hilton Hotel, October 9-10. 
Committee chairmen, announced by Wal- 
ter Kennedy, president of First National 
Bank of Montgomery and of the Trust 
Division, are: 

Program, F. Miles Flint, vice presi 
dent and senior trust officer, Citizens 
National Trust and Savings Bank; enter- 
tainment, Frank L. Humphrey. vice 
pzesident, Security-First National Bank: 
publicity, Charles F. Kassebaum, vice 
president and trust officer, First Western 
Bank and Trust Co., Pasadena; hotel. 
Fay H. Kerns, vice president and trust 
officer, Union Bank; finance, Frank H. 
Schmidt, vice president and executive 
trust officer, California Bank; registra- 
tion, F. M. Smith, vice president and 
trust officer, Bank of America; and wo 
men’s committee, Mrs. E. H. Booth, Jr. 

A AA 

New Way To Finp Trust Prospects 

A budget counseling service offered 
by National Boulevard Bank, Chicago. 
gives promise of additions to ihe trust 
prospect list. It was expected that appli- 
cants for this service would be in the 
lower income brackets, but the first i” 
quiry came from a man with a $25,000 
income and the second was also in the 
higher range. Neither had been using 
the investment or trust department: 
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Trusteeship Around the World: 10 


TRUSTS UNDER DUTCH TAW 


P. W. VAN DER PLOEG 
Notary, Amsterdam, Holland 
Doctor at Law, University of Leyden 


UTCH LAW DOES NOT KNOW THE 
D concept of dual ownership as 
known by Anglo-American Law in the 
trust. Dual ownership is in conflict 
with the principles of Dutch Law con- 
cerning ownership. In this respect, Dutch 
Law corresponds to the other Continen- 
tal legal systems. Though it may not 
know a concept corresponding struc- 
turally to the Anglo-American trust, in 
“bewind” (hereafter to be called “ad- 
ministration”) it does know a concept 
which is in substance the Anglo-Amer- 
ican idea of a trust. In this respect, 
Dutch Law occupies a special place 
among Continental legal systems. It is 
the large measure of freedom of testa- 
tion, an outcome of the liberal thought 
prevailing in the past in the former 
Dutch Republic, that gave the testator 
the opportunity of laying down the law 
in regard to his estate to a degree en- 
countered hardly anywhere else on ihe 
Continent. 


Administration — A Kind of 
Spendthrift Trust 


Dutch Law permits the testator to 
institute an administration during the 
lifetime of an heir or legatee for the 
property he leaves to that heir or lega- 
tee. This administration is performed 
by a “bewindvoerder” (administrator). 
The heir or legatee is the owner and 
remains so: but he is deprived of the 
power of disposal of the property under 
administration. It is the administrator 
who has control, collects the income and 
pays it over at regular intervals to the 
owner. The owner has no control over 
the property, not even in the sense of 
beiny able to alienate, in Anglo-Amer- 
can gal terminology, his beneficial in- 
teres Placing an estate under admini- 
strat on, however. does not affect ihe 
tax .ayable in connection with the 
esta 

Ci sditors cannot recoup themselves 
fron. the property pending the admin- 
ist’ on. This concept of administra- 
tion -omes very close to the spendthrift 
trus. of Anglo-American Law. Admin- 
istr: ion serves to protect the owner 
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against himself. The testator institutes 
administration because he is afraid that 
his heir or legatee will not be capable 
of exercising proper control over the 
property left after death or because he 
fears that the heir or legatee will waste 
it. Administration terminates on the 
death of the heir or legatee. What hap- 
pens to the property now? 

According to Anglo-American prac- 
tice, it would pass to the persons nom- 
inated in succession by the testator. 
Such nomination of various persons in 
succession is, however, not possible un- 
der Dutch Law, barring a few excep- 
tions. In this, Dutch Law conforms with 
the various legal systems based on the 
French Code Civil. The property under 
administration therefore accrues on the 
beneficiary's death to his heirs, who 
then become liable for the debts in- 
curred by the beneficiary during his 
lifetime. 

This administration in Dutch Law 
is on an analogy with the “verwaltende 
Testamentsvollstreckung” of the German 
civil code. In Switzerland the same thing 
can be achieved by means of a “long- 
continuing execution of the will” (T&E, 
March 757, p. 289). 

Although Dutch Law is silent on the 
point, a donor is considered to be en- 
titled to institute administration of the 
property donated, in order to protect 
the donee against himself. 








Photos courtesy of Netherlands Information Service 


Opening of Parliament when the Queen rides 
in the Golden Coach to the Medieval “Hall 
of Knights” in The Hague. 





Life Tenants and Remaindermen 


In general, Dutch Law does not, like 
Anglo-American Law, know splitting of 
life estate and remainder estate. Simi- 
larly to the other Continental legal sys- 
tems, the Dutch operates the “usufruct” 
of Roman Law. The usufructuary has 
the benefit; the property belongs to the 
so-called “naked owner,” who has 
a vested, not a future, right. The inter- 
ests of the usufructuary and the naked 
owner are opposed. It is in the usufruc- 
tuary’s interest to make investments 
bringing in a high rate of return; on 
the other hand, the naked owner’s inter- 
est lies in making the safest possible 
investments, i.e. those with a low yield. 
An outsider can sooner strike the right 
balance than the interested parties them- 
selves. Hence the law’s permitting the 
institutor of the usufruct — mostly a 
testator — to institute administration 
for the duration of the usufruct. This 
administration of usufruct has a differ- 
ent purpose from that of the administra- 
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From the oceans and the Seven Seas world commerce — and its companion financing — 
flows through canals to the very door-steps of Amsterdam’s banks and bankers. 
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tion just mentioned, for it does not 
serve to protect the interested parties 
against themselves but against each 
other. The interested parties can there- 
fore alienate their rights — the usufruc- 
tuary his benefit, the naked owner his 
naked property. 


Property of Minors 


According to Dutch Law, the property 
of minors is administered by whichever 
parent exercises parental power over the 
minor — usually the father — and when 
either or both of the parents are dead, 
by a guardian (on the death of one 
parent, the surviving parent is ipso jure 
guardian). The law now allows testators 
and donors to stipulate that property 
bequeathed or donated to a minor shall 
be administered not by the person ex- 
ercising parental power nor the guar- 
dian, but by an administrator instead, 
for the duration of the minority — a 
third form of administration. 


Limitations 


Beyond the cases regulated by statute 
law, it is not possible to institute ad- 
ministration, with the sole exception of 
the form just mentioned, which is in- 
stituted during the lifetime of the donee 
by the donor for the property donated. 
It is therefore not possible for anyone 
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to institute adminis- 
tration of property 
which continues to 
belong to himself. 
The form of Anglo- 
American trust by 
which settlor and 
beneficiary are one 
and the same person 
does not occur in 
the present Dutch 
Law. But by the 
coming Dutch Law 
— anew Dutch civil 
code is in the course 
of preparation —- 
the possibility will 
be opened up of in- 
stituting administra- 
tion apart from be- 
quest and donation, 
that is to say, of 
property which continues to belong to 
the institutor of administration. 


The Fiduciary Relationship 


Dutch jurisdiction has acknowledged 
the validity of the so-called fiduciary 
transfer of property. To get a good in- 
sight into administration in the mean- 
ing of Dutch Law one must set this ad- 
ministration over against power of 
attorney and “fiducia.” The difference 
between administration and power of 
attorney is that with the power of at- 
torney the owner is not deprived of any 
powers, whereas in the case of ad- 
ministration he is deprived, since ihe 
administrator has exclusive powers. The 
person holding power of attorney has 
power alongside the owner. All power 
over the property rests with the owner, 
who just as formerly has the disposal 
of his property, even though he may 
have bound himself vis-a-vis the person 
holding power of attorney or others not 
io do so. 

This drawback of the power of attor- 
ney lapses when the fiduciary form is 
chosen and the person concerned hands 
over his property or certain parts of it 
to a third person for control. All powers 
as regards the property transferred 
under fiduciary settlement are taken 
from the owner. The fiduciary owner can 
exercise his control against third per- 
sons without the person concerned be- 
ing able to interfere by acts on his 
part. The great drawback is however 
that the person concerned lacks all pro- 
tection against failure of the fiduciary 
owner. The protection afforded the bene- 
ficiary by Anglo-American Law is com- 
pletely non-existent here. 


Administration comes in between the 


Reconstruction in the heart of Rotterdam. 
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power of attorney and fiduciary forms, 
The administrator is granted the degree 
of powers his task demands. The owner 
is not deprived of more powers than 
the nature of the administration in- 
volves. The powers of the administrator 
do not constitute part of the owner's 
right, nor do they constitute an inde. 
pendent right for the administrator 
which is capable of alienation, for in- 
stance. The administrator dealing with 
third parties in the execution of his 
task represents the owner. Administra- 
tion implies representation. 

It is plain from the above that the 
difference between the Anglo-American 
trust and the Dutch administration is 
purely structural. Call the trustee an 
administrator and give him, instead of 
an independent right, the power of 
representation; or conversely, call the 
administrator a trustee and give him 
an independent right instead of the 
power of representation — this does not 
really make any difference to the posi- 
tion of the trustee. 


For administration of an estate [utch 
Law, unlike Anglo-American Law, does 
not require probate to be granted by a 
Court. In the Netherlands Notaries issue 
an attestation of admissibility to the suc- 
cession, intimating who are the heirs. 
and the banks act on these attestaiions. 


Executorships 


Like Anglo-American Law, !)utch 
Law knows the form of the executor. ap- 
pointed by the testator, who has the 
task of carrying out the testamentary 
dispositions of the testator and o/ set- 
tling the estate. To this end, the ex 
ecutor has the management of the e:tate 
in his hands. This management ‘5 4 
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terminable one, directed entirely to- 
wards executing the will and winding 
up the estate. The administration of the 
administrator, on the contrary, is a 
constant one, independent of the other 
dispositions of the testator. The powers 
conferred by the law on executors are 
rather limited. The testator is, how- 
ever, allowed to augment these powers, 
and this is very often done in practice. 
The executor in Dutch practice is in 
fact a settler of the estate, a very near 
approach to the executor of Anglo-Amer- 
ican Law. 

The administrator has a free choice 
of investment, unless the will contains 
restrictions, which rarely happens. As a 
rule, the will explicitly confirms this free- 
dom of choice. As to the executor, ihere 
is hardly any question of investment: 
the executorship is of limited duration, 
and he does not invest, but at the most 
places money on a deposit account at 
short call. In respect of the guardian, 
Dutch Law provides that investment can 
only be made in real estate, mortgage 
claims, certain bonds and certain other 
assets. 

About fifty years ago it never oc- 
curred in Dutch practice that a non- 
private person was appointed executor 
or administrator. The question was even 
posed in the manuals as to whether a 
non-private person could be appointed 
executor or administrator. There is no 
question about it nowadays. No one will 
contest the validity of the appointment 
of a limited liability company as ex- 
ecutor or administrator. All the big 
banks in the Netherlands have an “Ad- 
ministration and Executorship” Depart- 
ment. The first bank to act as executor 
or administrator was the Kas-Asso- 
ciatie N.V., Amsterdam. Testators and 
donors are making more and more fre- 
quent use of the opportunity to appoint 
a bank executor or administrator. 


\s has been explained above, ac- 
cording to Dutch Law it is not possible 
for snyone to institute administration of 
property that continues to belong to him- 
self. When it is necessary for someone 
to make arrangements for the control of 
his »roperty on account of illness or 
absence, he grants power of attorney. 
In actice, such a power of attorney 
is f-equently granted to a bank. It is 
the Property Control” Department, or 
ofte: a section of the “Administration 
anc Executorship” Department, that 
the: attends to exercising the power of 
att: ey. 

may therefore conclude that Dutch 
La: and Anglo-American Law, although 
dif’ ring widely in structure and termin- 
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of the century. The national character, 





Photo by R. Kayaert 


““Belgium 1900” recreates at the Brussels World’s Fair a Belgian village at the turn 
customs 


and folklore are revealed in its 


theatres, cafes and quaint shops. 


ology, in fact correspond closely. Neither 
is there any great difference in practice. 
Just as in America, the banks in ihe 
Netherlands occupy an important posi- 
tion as regards those matters which in 
Anglo-American phraseology belong to 
the world of the trust. 


A A A 








@® More than a million dollars in addi- 
tional deposits at Bankers Trust Co., 
New York, has come from employees. 
Two years ago the bank began crediting 
the pay of 5,000 employees directly to 
free personal checking accounts. Five 
out of six employees have kept an aver- 
age of more than $230 each in these 
accounts, 





Located off the Atlantic Coast on the Golden Isles of 
» Georgia—enjoy a myriad of seaside activities 
. .. ocean bathing, fishing, boating, sunning. 
Private pool. Skeet shoots. Outdoor dancing 
and entertainment. Cuisine. Fascinating ac- 
commodations. Club-like atmosphere. Riding 
trails. Yacht Club. Golf course. Everything to 
make you enjoy your vacation. 


Write today 
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ON THE PUBLICITY FRONT 


Newspaper & Magazine Advertising 


“Investment — Tomb or Garden?” 
inquires a recent ad of Boston Safe De- 
posit & Trust Co. Picturing a “garden” 
with stock certificates and bonds as the 





blossoms outside a large vault labeled 
“Tomb”, the ad discusses changing val- 
ues and comments that investments “re- 
quire the invigorating air of continuing 
study.” 

“What the new fashions can teach you 
about Retirement Plans,” as conveyed 
by Continental Illinois National Bank & 
Trust Co., Chicago, is the importance of 
a backward look at the 20’s. Haircuts 
were 50c, bread 8c, cigarettes two packs 
for 25c and taxes much less than now. 
The ad, picturing a woman in a sack 
dress as proof that new fashions borrow 
their look from the 20’s, offers the 
bank’s “retirement pool” as an aid in 
planning for the “unpredictable tomor- 
row.” 

“Trust Services” are presented as one 
of the many ways correspondent banks 
can receive assistance from First Na- 
tional Bank & Trust Co., Oklahoma City. 
The full-page ad offering help to “you 
and your customers with tax savings 
through estate planning, trusts, retire- 
ment plans” appeared in the Oklahoma 
Banker. 

“Taken a family picture lately?” in- 
quires an ad of National Newark (N. J.) 
& Essex Banking Co. illustrated with a 
typical old-time family photo. “It’s amaz- 
ing how your family picture changes 
through the years.” And usually there 
are changes in your financial picture, 
too.” Review of the reader’s estate plan 
and will are advised. 

“Even small estates need trust protec- 
tion” advises an ad of Second National 
Bank, Beloit. The added importance of 
good management when the assets are 
limited is the subject of several para- 
graphs of comment. 

“Now serving four generations —an 
observation in an ad of Michigan Na- 
tional Bank, Grand Rapids—and “Our 


experienced trust officers have served 5 
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generations of North Shore families” in 
an ad of State Bank & Trust Co., Evans- 
ton, illustrate the confidence, and hence 
presumably good service, implied when 
the younger generations continue the 
business connections of their elders. 
“How good should a good provider 


* be?” inquires a recent ad of the /nstitute 


of Life Insurance, which follows a theme 
equally applicable to trust department 
services. “Neighbors and friends can’t 
really judge whether a man is a good 
provider. They can see the house, the 
car, the gifts. But this is only half the 
picture. The other half lies hidden. It 
may include such things as a deed, sav- 
ings account books, life insurance. 
Things to help provide for the family’s 
future.” A similar thought is developed 
in another Institute ad built on the mar- 
riage vow phrase “as long as they both 
shall live.” It shows how a husband can 
“care for you all my life . . . and all 
of yours.” 

“Property Manager”—a type of trust 
company function in Honolulu that is 
a bit different from the work of main- 
land departments, is one of a series of 
ads currently being run by Cooke Trust 
Co., Limited. This series represents the 
first time in the Territory that a trust 
company has used personalities from 
the company itself as the theme for a 
series of ads and the reaction from the 
public has been extensive and favorable. 
Aaron M. Chaney, assistant vice presi- 
dent in charge of Property Management 
activities, “must see that rental units and 
other property brings a fair return to 
the owners . . . that the property is kept 
in repair and does not deteriorate.” 
Other positions personalized in the series 
and especially related to the Islands are 
“Land Specialist” and “Agent and Loan 
Analyst” and “Insurance Specialist.” 
More like the mainland ads are those 
describing the people who head up 
Guardian, Custodian, Investment, Tax 
and Estate Planning services. One ad is 
devoted to that very important person, 
whose praises are not always sung, the 
head accountant, and another discusses 





“What makes a trust executive” and 
introduces the executive vice presic ent, 
Gilbert W. Root. Still another — the In. 
vestment Specialist — describes Cocke's 
Mr. Hines as a past president of the 
Honolulu Stock Exchange, with 1 any 
years of business experience. 


Booklets 


“An Agency Account” provides the 
subject for the June “Journal” of Union 
& New Haven Trust Co. A deft introduc. 
tion is found in quotations from Andrew 
Carnegie and Cyrus H. K. Curtis both 
favoring the delegation of duties that 
will free the executive and perhaps also 
be done better than he could do them 
himself. The entire issue is given to ex- 
plaining in detail how the agency ac. 
count works to the benefit of the cus. 
tomer. 

Mortgage investments of Canadian 
Common Trust Funds have grown in the 
aggregate from just under $250,000 in 
1954 to $1,905,600 in 1957 (as of the 
various annual report dates of the 
funds). Within the individual funds they 
have represented anywhere from 6% 
to 24% of the total. 

“Any A-Bombs Among Your Assets?” 
A reader may well start looking for 
them after a quick glance through the 
folder with this title distributed by First 
National Bank, Atlanta. \t briefly de- 
scribes three instances of inheritance 
working out contrary to the intentions 
of testators and then comments, “Do you 
think these cases are rare exceptions? 
Probate court files throughout the nation 
are crowded with records of unfair prop- 
erty distribution due to oversights, negli- 
gencies and misunderstandings on the 
part of property-owners.” 

“Leaving Room for Improvement” 
would be natural when making plans 
with an architect for a building to be 
erected at some indefinite future date 
according to Montreal Trust Co.’s pub- 
lication, Forethought. The article points 
out that an estate plan is quite literally 
a design for a structure to be built in the 
future, that flexibility is essential and 
that modern trust service permits that 
flexibility. 





PROPERTY 


MANAGER... | 


Heading for one of Cooke Trust Co. ads. 
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Lapy Ava RIBBLESDALE, first wife of 
the late Col. John Jacob Astor left to her 
son, Vineent Astor, certain art objects 
and $25,000, stating that she made no 
further provision for him “other than the 
gift as a souvenir because of the large 
inheritance which came to him from his 
father.” Specific bequests of other ar- 
tides of personal property were made to 
grandchildren and greatgrandchildren, 
and gifts of money and an annuity were 
made to servants of the testatrix. She 
exercised a power of appointment under 
her mother’s will equally in favor of four 
children of a deceased daughter. Fifteen 
legacies were left to U. S. and English 
charitable organizations. 

The residuary estate is placed in trust 
with City Bank Farmers Trust Co. of 
New York for the benefit of the four 
grandchildren mentioned above. Each is 
to receive income, and one-third of the 
principal at age 30, one-half of the re- 
maining principal at 35 and the balance 
at 40. The trust company was also named 
executor. 


Winpsor T. WHITE, former president 
and chairman of the White Motor Co., 
left an estate valued at over $2,700,000. 
By his will, he gave certain household 
furnishings, tangible personal property 
and art objects to named individuals and 
institutions (some of these gifts being 
referred to and incorporated in the will 
by reference to a “written memoran- 
dum”). 

Halfred Farms, in Valley Village, 
Ohio, with all livestock and tangible per- 
sonal property used in farming plus 
$50,000 in cash, is left to the National 
City Bank of Cleveland, in trust, to 
operate as a farm, or to sell, transfer or 
exchange, or lease for a maximum pe- 
riod of three years. Beneficiaries of this 
trust are the testator’s son, who is given 
a 30° interest therein; the issue per 
Stirpes of a deceased son and daugh- 
ter, cach group having a 30% interest; 
and «he Cleveland Museum of Natural 
History with a 10% interest. Upon ter- 
Mina'ion of this trust, which is to occur 


not ister than two years after the death 
of th survivor of the testator’s son and 
Son-:i-law, the principal is to be dis- 
trib: ; 


d in those proportions. 

Ti seeond trust fund, of $50,000, is 
for ‘ue benefit of a niece. The bank as 
trusice is directed to pay income, and 
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so much of the principal as it “deems 
necessary for the suitable maintenance, 
comfort and support” of the niece pro- 
vided her income “hereunder and from 
other sources, in the judgment of the 
trustee is insufficient therefor.” Upon 
her death, principal is to go one-third 
each to the testator’s son, and the issue 
of his deceased son and daughter. 

The third trust, consisting of 33,000 
shares of stock of Park Drop Forge Co. 
and 1,200 shares of Ohio Crankshaft 
Co., is to be held in three equal funds, 
one for the benefit of the testator’s son, 
one for the issue of the deceased son 
and the third for the issue of the de- 
ceased daughter, until the expiration of 
21 years after the death of the survivor 
of the testator’s grandchildren living at 
the time of his death, Co-trustees of this 
trust are the bank, the son and son-in- 
law. 

The residuary estate is to be paid 
over to the testator’s son, and the issue 
of the deceased son and daughter. 

Executors under the will are the testa- 
tor’s son and son-in-law, with National 
City Bank named to act upon the death 
or inability of both individuals. 


A A @a 
The Smoker’s Will 


Meinheer Van Klaes had not read 
the latest scientific report on the dele- 
terious effects of tobacco, for a very 
good reason: it was not published until 
some hundred or two years after he 
died — at the rather ripe age of 98, 
and in a state of health to be admired 
by any young man of 60. 

Holland men have long been known 
for their pipeability but Meinheer VanK 
was the champion, consuming an aver- 
age of 150 grams of tobacco a day. It 
should not be surprising then that his 
Will, after giving most of his respectable 
property to his relatives, indulged his 
chief fancy and a philosophical observa- 
tion of his fellow-men in this bequest: 


“T wish that all my friends who are 
smokers shall be specially invited to my 
funeral. Each of them shall receive a 
package of tobacco and two pipes, and 
they are reauested to smoke uninterrupted- 
ly during the funeral ceremonies. My body 
shall be enclosed in a coffin lined with 
wood of my old cigar boxes. Beside me 
in the casket shall be laid my favorite 
meerschaum,, a box of matches and a 


package of tobacco. When my body is 
lowered into the grave, every person 
present is requested to pass by and cast 
upon it the ashes from his pipe.” 
World-traveler and lecturer Henry 
Stoddard recorded that these requests 
were faithfully complied with by such a 
multitude of friends and fellow-smokers 
that at the conclusion of the ceremony a 
horn had to be blown to guide them 
through the smokey fog to the exit door. 
The moral of this is also a bit foggy, 
but it may be that the individuality that 
made Meinheer VanK famous in a long 
life also found expression in his will and 
thus is noteworthy many generations 
after. For in a world idolizing conform- 
ity, it is a relief to find an individualist. 
A A A 
@ A statement stuffer called “After 
Hours” carries information and a friend- 
ly spirit to some 10,000 mail customers 
of Mercantile National Bank, Dallas. 
While most of the selling done by “After 
Hours” is indirect or “even facetious,” a 
recent issue offered a fairly extensive 
commentary on the Trust Department 
and a plug for having a lawyer-drawn 
will. The write-up suggested the variety 
of activities undertaken by the Trust De- 
partment, its trustworthiness, and that 
“they’re nice people.” 











TAILOR BEQUEATHES MILLIONS 
Edward A. Berndt, Jr., vice president, Amer- 
ican National Bank and Trust Co. of Chi- 
cago, turns over check for $140,000 to Judge 
Edgar A. Jonas, President of Illinois Masonic 
Hospital. Check represented partial payment 
of bequest of about $165,000 from estate of 
Emanuel Lebowitz, immigrant tailor who 
amassed fortune of $2,250,000 while continu- 
ing’to work at his trade. 

After ten bequests totalling close to $800,- 
000 to relatives, Mr. Lebowitz left the bulk 
of his estate equally to four charitable insti- 
tutions: Illinois Masonic Hospital, Shriners 
Hospital for Crippled Children, National 
Jewish Hospital of Denver, and Jewish Fed- 
eration of Chicago. To settle four contest 
suits brought by heirs residing in Europe, 
each organization gave up $7,500 of its share. 
Speaking for American National, executor 
of the estate, Mr. Berndt commented: “The 
fact that he left most of this fortune to four 
worthy institutions regardless of their relig- 
ious affiliation, makes this an outstanding 
demonstration of Americanism.” 

Mr. Berndt pointed out to T&E that, after 
the period for contest had expired, the Rus- 
sian Consul petitioned the Court, claiming 
that the statute did not toll with respect to 
certain heirs behind the Iron Curtain who 
had been served by publication. This claim 
was rejected. 
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REGULATIONS 
(Continued from page 710) 


must be listed separately as part of his 
gross estate. 


On the other hand, if he dies after the 
declaration date but before the record 
date, the dividend will not be listed 
separately, but will be reflected in the 
value of the stock. This is not true, how- 
ever, where the stockholder dies after 
the record date, but after the stock is 
quoted ex dividend. In this case the 
quotation will not include the value of 
the dividend, and the dividend will ap- 
parently escape a tax if it is not required 
to be listed separately. In George M. 
Lockie,'® the Tax Court met this prob- 
lem by requiring the estate to take as 
the value of the stock a figure which 
included the value of the dividend, 
rather than the ex dividend quotation. 

Section 20.2031-2(j) of the final regu- 
lations incorporates the principle of the 
Lockie case. It would seem that the 
amount of the dividend should also be 
added to the quoted value of the stock 
where the stock is valued according to 
the alternate valuation date, although 
there may be difficulty in reconciling 
this result with the language of the 
regulations, which obviously contem- 
plates valuation at the date of death. 

Several minor changes in the final 
regulations indicate the progress of in- 
flation in a period of recession. The pro- 
posed regulations provided that the 
furnishings of a room did not have to 
be listed separately if they did not ex- 


1921 T.C. 64 (1953). 


ceed $50 in value,?° and that expert ap- 
praisal of valuable chattels, like jewelry 
and art objects, was required when the 
total value of such objects exceeded 
$2,000.71 Under the final regulations, 
these figures have been upped to $100 
and $3,000 respectively. 


When a person dies owning insurance 
upon another’s life, it has been the prac- 
tice to value the insurance for estate 
tax purposes in the same way in which 
it is valued under the gift tax, that is, 
to include in the decedent’s gross estate 
the replacement value of the insurance, 
or, in the case of insurance involving 
annual premium payments, the terminal 
reserve value of the insurance. The new 
estate tax regulations formally adopt 
this method.*” 


The proposed regulations embodied 
several new provisions in connection 
with the valuation of an estate under 
the alternate valuation date which re- 
main unchanged in the final regulations. 
Section 20.2032-1(b) incorporates Rev- 
enue Ruling 54-444,?* which prohibits 


the use of the alternate valuation date 


20Sec. 20.2031-6 (a). 

21Sec. 20.2031-6(b). 

2Sec. 20.2031-8. Although the tables for valuing 
life estates and terms for years and remainders 
are basically the same under the new regulations 
as they were under the old, the tables under the 
new regulations include factors for valuing life es- 
tates and terms for years directly, without first 
computing the value of the remainder after such 
an interest and subtracting it from the total value 
of the property to get the value of the life estate 
or term for years. Sec. 20.2031-7. The new regula- 
tions, like the old, however, ignore the cases which 
have held that the tables given in the regulations 
need not be used where the interests to be valued 
depends upon an abnormal life expectancy or an 
abnormal rate of income. See Lowndes and Kram- 
er, Federal Estate and Gift Taxes 522, 523 (1956). 

231954-2 C.B. 300. 
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to get a higher income tax basis wiicre 


the value of the gross estate does not 
exceed $60,000 at the date of the de. 


cedent’s death. Section 20.2032-] (c) 
points out that although the disposition 
of property during the year after the de. 
cedent’s death (which fixes the value 
of the property disposed of) includes 
the surrender of stock in complete or 
partial liquidation, it does not include 
“mere changes in form,” such as the 
tax-free transfer of property to a con- 
trolled corporation under section 35], 
or exchanges in connection with tax- 
exempt reorganizations. Under the previ- 
ous regulations when property was sold 
during the year after the decedent's 
death, it was regarded as disposed of 
when title to the property passed. The 
new regulations provide that the proper- 
ty shall be treated as disposed of when 
the contract was made, provided that 
it is later carried out.** 


Transfers in Contemplation of 


Death 


Section 20.2035-1(b) of the new regu- 
lations provides that where a life estate 
reserved in connection with a transfer 
taxable under section 2036, or a re- 
versionary interest arising out of a 
transfer taxable under section 2037, or 
a power to alter or amend a transfer 
which is taxable under section 2038, is 
transferred or released in contemplation 
of death, not only the value of the in- 
terest or power transferred but the value 
of the interest which would have been 
taxed if the transfer had not taken place, 
shall be included in the transferor’s 
gross estate. Thus, if A transfers Black- 
acre to B, reserving a life estate, and 
later releases the life estate in contem- 
plation of death, the full value of Black- 
acre will be taxed to A’s estate. 

Section 20.2035-1(b) of the new regu- 
lations also declares that where a tax- 
able power of appointment is exercised 
or released in contemplation of death, 
the property subject to the power shall 
be included in the donee’s gross estate 
to the extent provided in section 2041. 
This means that the value of the proper- 
ty subject to the power will be taxed to 
the donee’s estate, except where the 
donee had only a joint power and a 
fractional part of the property subject 
to the power is taxed.”° 

Section 20.2042-1(a) (2) provides that 
where a decedent transfers incidents of 
ownership in life insurance payabl» to 
other beneficiaries in contemplation of 
death, the proceeds of the insurance, 


*4Sec. 20.2032-1(c) (3). 


Sec. 20.2041-3(c) (3). 
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rather than merely the value of the in- 
eidents of ownership transferred in con- 
templation of death, shall be included 
in his gross estate. The proposed regu- 
lations,2° on the other hand, provided 
that where a joint tenant or a tenant 
by the entirety transferred his interest 
in the common property in contempla- 
tion of death, only the transferor’s frac- 
tional share of the property, rather than 
the part of the property proportionate 
to his contribution to its acquisition, 
which would have been taxable to his 
estate apart from the transfer in con- 
templation of death, should be taxed to 
his estate. The provision for jointly held 
property was in accord with several 
cases,2" although it was obviously at 
variance with the other parts of the 
regulations which imposed a tax, not 
upon the property interest or power 
transferred in contemplation of death, 
but upon the interest which would other- 
wise have been taxable to the transfer- 
or’s estate, if the transfer in contempla- 
tion of death had not taken place. The 
inconsistent treatment of jointly held 
property was deleted from the final 
regulations. 


As a matter of tax policy, it seems 
clear that a transfer in contemplation of 
death should not prevent the taxation 
of an interest to the transferor’s estate 
which would otherwise have been tax- 
able.** The position taken by the final 
regulations to the effect that cutting a 
“string” connected with a taxable inter 
vivos transfer in contemplation of death 
will not loose the transferred property 
from the transferor’s taxable estate 
seems eminently fair and reasonable. It 
is not clear, however, that it is the cor- 
rect construction of the statute. 

Some of the sections of the statute 
which tax inter vivos transfers provide 
expressly that if the incident of owner- 
ship, which makes the transfer taxable, 
is released in contemplation of death, 
not only the value of the interest trans- 
ferred in contemplation of death, but 
the value of the property to which the 
incident was attached shall be included 
in ‘he transferor’s estate. For example, 
sec!'on 2038 provides that if a power 
to alter or revoke a transfer is relin- 
qui:ned in contemplation of death, the 
pro»erty subject to the power shall be 
inc ided in the decedent’s gross estate. 


a 


ce. 20.2040-1(d). 

“ce Lowndes and Kramer, Federal Estate and 
Gift Taxes 230-234 (1956). 

“'n Nathalie Koussevitsky, 5 T.C. 650 at 660 
(1.5) the Tax Court said that the proper way to 
regorvd a transfer in contemplation of death is as 
tho.ch “the decedent had never made the transfer 
anc at the time of death still owned the property 
ously transferred.” 
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Similarly, section 2041 provides that 
where a power of appointment is exer- 
vised or released in contemplation of 
death, the property subject to the power 
shall be included in the donee’s gross 
estate. The other sections of the statute 
make no express provision as to the 
effect of a transfer in contemplation of 
death of the incidents of ownership 
which make inter vivos transfers tax- 
able. 

Apparently, the governing section in 
these cases is section 2035, which pro- 
vides that where there is a transfer in 
contemplation of death the “interest” 
which the decedent transferred in con- 
templation of death shall be included 
in his gross estate. The only area where 
there has been any substantial litiga- 
tion over the meaning of “interest” in 
section 2035 is the joint ownership 
cases,”” where it has been held that the 
property interest, which is transferred 
in contemplation of death, is taxable, 
rather than the interest which would 
have been taxed if the transfer had 
never taken place. It is difficult to see 
how section 2035 can be construed as 
imposing a tax upon only the property 
interest transferred in contemplation of 
death, where there is a transfer by a 
joint tenant or tenant by the entirety, 
and as taxing the interest which would 
have been taxable apart from the trans- 
fer in contemplation of death, when the 
transfer of some other interest in con- 
templation of death, like a reserved life 
estate, is called into question. 

Both the proposed and the final regu- 


2°Supra note 27. 


lations provide that any improvements 
or additions to property transferred in 
contemplation of death shall not be in- 
cluded in the value of the property tax- 
able to the transferor’s estate.*° It is 
also provided that any income earned 
by the property after the transfer, and 
any property purchased with such in- 
come, is not part of the property trans- 
ferred in contemplation of death.*! The 
provision with respect to the income 
earned by the property transferred in 
contemplation of death did not appear 
in the regulations under the 1939 Code, 
although it reflects the case law.** The 
regulations under the 1939 Code pro- 
vided that improvements and additions 
added to property by the transferee of 
any inter vivos transfer taxable under the 
estate tax were to be excluded in com- 
puting the transferor’s estate tax.** It 
is not clear whether the new regulations 
by juxtaposing the exclusion of addi- 
tions and improvements to transferred 
property in connection with transfers 
in contemplation of death imply that 
such additions will be taxable in the 
case of some other form of inter vivos 
transfer, such as a transfer with a 
reservation of a life estate or a revoc- 
able transfer. 

There is a provision tucked away in 
a remote part of the new regulations. 
which may give executors some unhappy 
hours. Section 20.6018-3(c) (7) pro- 
vides that in making out an estate tax 

%°Sec.. 20.2035-1(e). 

“\Tbid. 

Jacob Gidwitz, 14 T.C. 1263 (1951), aff’d 196 
F. 2d 813 (7th Cir. 1952); James E. Frizzell, 9 


T.C. 797 (1947), 11 T.C. 576 (1948). 
Regs. 105, Sec. 81.15 (c). 
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return all transfers of a value of $1,000 
or more, which the decedent made with- 
in three years of his death, must be 
listed, along with all transfers of $5,000 
or more, which the decedent made at 
any time during his life, except bona 
fide sales for an adequate and full con- 
sideration in money or money’s worth. 
If the executor believes that the transfer 
is not taxable, a brief statement of the 
pertinent facts must be made. 


Transfers with Reservation of 
Life Interest 


Section 2036 of the 1954 Code pro- 
vides for a tax where a decedent trans- 
fers property during his life and re- 
tains possession of the property “for 
any period which does not in fact end 
before his death.” A literal application 
of this language would mean that if a 
man gave his residence to his son and 
died unexpectedly before he could move 
out, the property would be taxed to 
the donor’s estate. 

For many years the _ regulations 
guarded against such a result by con- 
struing “any period which does not in 
fact end before his death” to require 
retention by the decedent of an interest 
in the transferred property “for such a 
period as to evidence his intention that 
it should extend at least for the dura- 
tion of his life.”** By omitting this in- 
terpretation and merely reiterating the 
statutory language, the new  regula- 
tions*® apparently intend to impose a 
tax wherever a man transfers property 


*4Regs. 105, Sec. 81.18(a). 
Sec. 20.2036-1 (a). 





during his life, if he is still actually 
in possession of the property when he 
dies. 


Transfers Taking Effect at Death 


Under the 1939 Code, a transfer was 
taxable as one taking effect at death if 
the transferee’s possession or enjoyment 
was dependent upon surviving the trans- 
feror, even though the transferor re- 
tained no interest in the property. The 
1954 Code amended the definition to 
provide that it should be limited to 
transfers where not only the transferee 
must survive the transferor in order to 
possess or enjoy the transferred proper- 
ty, but the transferor retained a rever- 
sionary interest in the property. The new 
regulations reflect this change in the 
law.*® They also clear up an ambiguity 
with regard to the meaning of a rever- 
sionary interest by providing that this 
does not include the possibility that the 
transferor may inherit the transferred 
property from the transferee, or reac- 
quire the property by virute of a statu- 
tory right of a spouse to share in the 
transferee’s estate.** 

There is an interesting question in 
connection with section 2037 which the 
new regulations make no attempt to 
answer. The last sentence of section 
2037(b) provides that a transfer shall 
not be taxed as a transfer taking effect 
at death, even though it meets the re- 
quirements of survivorship and a re- 
versionary interest, “if possession or 
enjoyment of the property could have 


38Sec. 20.2037-1 (a). 
37S$ec. 20.2037-1(c) (2). 
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been obtained by any beneficiary du-ing 
the decedent’s life through the exercise 
of a general power of appointment (as 
defined in section 2041) which in fact 
was exercisable immediately before the 
decedent’s death.” The implicatioy js 
that the transfer would be taxable if a 
beneficiary could have obtained pos. 
session or enjoyment of the transferred 
property during the decedent’s life 
through the exercise of a non-taxable 
power, but is this true? 

Suppose, for example, that A trans. 
fers property to T in trust to accumulate 
the income from the trust property dur- 
ing A’s life and at A’s death to pay over 
the trust property to A’s then sur. 
viving children. Suppose, moreover, 
that A gives B power to terminate the 
trust at any time B sees fit, and to dis. 
tribute the property to A’s children who 
are then living. This trust does not 
fall within the statutory exception be. 
cause B’s power to terminate the trust 
is not a general power taxable under 
section 2041. But is the trust taxable 
under the general definition of a trans. 
fer taking effect at death, since the 
beneficiaries of the trust do not have 
to survive A to obtain possession or 
enjoyment of the property, and any re- 
versionary interest which A has is ob. 
viously not worth more than 5 per cent 
of the value of the property, since it 
can be destroyed at any time by B? 
The question is unanswered by the regu- 
lations. 

(To be concluded in next issue ) 
Vvv 
Community Foundation 
in Sarasota 











































A Community Foundation established 
by Palmer First National Bank & Trus! 
Co., Sarasota, was announced in July 
and publicized both by news articles and 
by the bank’s advertising. The bank wil 
be trustee of the funds received which 
may be designated or undesignated as to 
purpose. A Distribution Committee is 
appointed by the Palmer Bank’s board 
of directors and they in turn may 4p 
point an Advisory Committee to assist i 
allocating grants from undesignated gifts 
and bequests. 

The bank’s advertisement points oul 
that “Gifts to the Foundation are auto- 
matically deductible for income tax pul 
poses up to 20% of the donor’s adjusted 
gross income. Many donors find the; 
can actually increase their spendab’e i0- 
come by transferring securities or »rop- 
erty to a Foundation reserving the it 
come or use of the property for their 
lives, or for the life of some othe: pel 
son.” 
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Present Day Banking 1958 


WILLIAM R. KUHNS, Editor. American Bank- 
ers Association, 12 E. 36th St., New York 16 
(400 pp. $6). 



































“Present Day Banking” affords a good 
index of the breadth and variety of in- 
formation which today’s banker must 
have at his finger tips. Compiled here 
are condensations of thirty-two studies 
based on original research and selected 
by the editors from the theses of bank- 
ers graduating in the 1957 class of the 
Graduate School of Banking at Rutgers 
University. 

Studies dealing with trusts and estates 
include: “An Analysis of Dispositive 
Trust Provisions for Children’; ‘“Pen- 
sions for the Self Employed”; “New 
York Fiduciary Administration of Oil 
and Gas Properties”; “The Variable An- 
nuity and Its Impact on the Trust Busi- 
ness”; “A Comparison of the Trust Fund 
and Deposit Administration Methods of 
Funding Pension Plans’; “Turnpike Se- 
curities as Trust Investments”; “The 
Pennsylvania Rule of Apportionments”; 
“Accounting for Oil and Gas Interests 
in Texas Estates and Trusts”; and 
“Life Insurance Stocks — A Guide for 
the Investor and Analyst.” 

Problems of financing in special fields 
are also the subject of analysis, the top- 
ics ranging from the impact of nuclear 
energy on banking for the electric power 
industry, to lease financing of chain 
store furnishings and equipment, federal 
land bank bonds, various aspects of 
mortgage investments and the commun- 
ity antenna television industry. 

















































































































































































































































































































1958 Taxation and Estate Planning 
Symposium 

















Consolidated Reporting Company, 303 Fourth 
Ave., New York 10 (105 pp. $3). 

















This is a collection of “updated” lec- 
tures and articles by twelve different au- 
thorities in the field of estate planning. 
The subjects covered are “Coordinated 
Estate Planning”; “The Business Inter- 
est in Estate Planning’; “How Fringe 
Benefit Taxes Affect the Executive”; 
“The Split Dollar Plan”; “The Challenge 
to Estate Planning Posed by the Aver- 
age Business Man”; “Civil Offers in 
Compromise”; “Tax Saving Techniques”; 
“Lawyer - Underwriter-Trust Officer 
Teamwork, and How to Make It Pay 
Off”; “Federal Tax Aspects of Life In- 
Surance and Its Proceeds”; “Tax Review 
of the Estates of Mr. and Mrs. D”; 
“Case Study in Use of Buy and Sell 
Agreements”; and “The Estate Planning 
Client.” Assembled here in  mimeo- 
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graphed form, bound in paper covers, 
these essays are pointed and practical. 


Business Law: Principles and Cases 


JOHN W. WYATT and MADIE B. WYATT. 
McGraw-Hill Book Company, New York (866 
pp.; $7.50). 

This is a useful hornbook on the gen- 
eral principles of law governing com- 
mercial transactions, with understand- 
able and practical, though brief, com- 
mentary on pertinent cases. The authors 
state that “a sufficient number of rules 
of law have been included to prepare 
adequately the candidate for examina- 
tions such as those given by The Ameri- 
can Institute of Accountants, The Ameri- 
can Institute for Property and Liability 
Underwriters, Inc., and The American 
College of Life Underwriters.” 

A discussion of trusts, wills and estates 
extends over some 20 pages of the work. 
It contains, in appendices, the texts of 
the Uniform Negotiable Instruments 
Law, the Uniform Sales Act and Uni- 
form Partnership Act. There is also a 
glossary of terms and table of cases 
cited, as well as an index. 


The Challenge of Employee Share- 
holding 


GEORGE COPEMAN, Ph.D. Business Publica- 
tions, Ltd., London. 200 pp. 18/ net. 


The author believes that closing the 
gap between capital and labor involves 
more than improved industrial relations 
since even satisfied employees may be 
affected by instructions from their na- 
tional union. He favors opportunity and 
incentive to become shareholders in the 
employing firm, but does not recommend 
majority control of shares by employees. 
Shareholding, he suggests, works hand 
in hand with the changing nature of au- 
thority. “Today a wide range of mana- 
gerial, technical and other personnel to- 
gether share many of the key entrepre- 
neurial functions originally exercised by 
the owner-manager of traditional capi- 
talist theory.” 

Programs for employee purchase of 
shares have been reported from time to 
time in TRUSTS AND ESTATES, both for 
banks and other businesses. Dr. Copeman 
reviews 50 such plans of British and 
American companies and draws features 
from many of them in presenting his 
own proposals for a more widespread use 
of employee share holding. Particularly 
pertinent are his quotations of significant 
questions asked by directors and labor 
leaders. 


ARTICLES 


Tears Shed Over the Tier System 


ALLEN TOMLINSON. The Journal of Ac- 
countancy, July, 1958 (270 Madison Ave., 
New York 16; $.85). 

The rules governing the taxability of 
distributions to beneficiaries of estates 
and complex trusts established a _ so- 
called “two-tier system” under the 1954 


Code. After four years of experience 
with these rules, the author reports con- 
siderable support exists for a three or 
four tier system, because of the dissatis- 
faction with the complex, inequitable and 
arbitrary taxation under the present 
system, In this paper he analyzes the 
problems under the two-tier system, giv- 
ing simple, non-technical examples. 


Humor In or Of Wills 


ELMER M. MILLION. Vanderbilt Law Re- 

view, June, 1958 (Nashville; $2). 

Rabelais, in his will, provided: “I have 
no available property; I owe a great 
deal; the rest I give to the poor.” Begin- 
ning with Genesis, this author has ex- 
tracted testamentary provisions in abun- 
dance evidencing the wit, and sometimes 
malice, of “jolly testators.” 


How to Make an Estate Tax Valua- 
tion of a Going Concern 


PETER F. MANCINA. Taxes, 
(4025 W. Peterson Ave., 


July, 1958 
Chicago 30; 75¢). 

Eight factors are listed in Revenue 
Ruling 54-77, as being fundamental to a 
determination of the fair market value 
of a closely held corporation for estate 
tax purposes. This article contains brief, 
critical comments on certain aspects of 
these eight factors. The author recom- 
mends, also, that recognition should be 
given to “all substantial and determin- 
able matters, including inflation.” 


Gifts that are not Gifts; Inconsisten- 
cies in Gift and Estate Tax 

J. PHILLIP DUNN. The Journal of Taxation, 

July, 1958 (145 E. 50th St., New York City 

22; $1.25). 

A completed gift, although made with- 
out the right to revoke or amend, and 
even the payment of a gift tax will not 
necessarily keep the donated property 
from being included in the settlor’s estate 
for Federal estate tax purposes. Mr. 
Dunn analyzes and shows ways of per- 
fecting irrevocable gifts that are not 
gifts for all purposes. He gives a seven- 
point box score: “guides to making gifts 
that are gifts.” 


Life Insurance and the Short Term 
Trust 
FREDERICK R. KEYDEL. Estate Planners 
Quarterly, June, 1958 (Farnsworth Publishing 


Co., 215 West 34th St., New York City. An- 
nual Subscription $10). 


The key idea of the short term tax 
savings trust is, of course, to shift in- 
come from the grantor to the trust, there- 
by reducing the effective income tax rate 
applied against the grantor’s highest 
bracket to the low tax bracket of the 
trust or beneficiary. Further tax savings 
are made available through the deduc- 
tions and exemptions of the trust or 
beneficiary. The conditions for establish- 
ing tax savings trusts under section 671 
of the 1954 Code are carefully examined 








here, in the light of potential uses of 
such trusts. 


A New Deal for Fiduciaries’ Stock 
Transfers 


ALFRED F. CONARD. Michigan Law Review, 
April, 1958 (Ann Arbor; $1.50). 


Those in the legal and financial pro- 
fessions, “who must wage an endless 
struggle to avoid strangulation in the 
red tape of stock transfers,” are given a 
ray of hope in this article by Professor 
Conard. He makes an exhaustive analy- 
sis of the experience — past, present and 
future — of the different states under 
their local decisions and legislation, and 
predicts that by 1965 new enactments 
and reciprocal recognition will bring 
about nation-wide simplification of se- 
curities transfers. The author outlines 


some recommendations for bringing 
about this happy result. 
Nominee Statutes — Transfer of Se- 


curities Held for the Benefit of An- 
other 


JOSEPH T. DE NICOLA. Michigan Law Re- 
view, April, 1958 (Ann Arbor; $1.50). 


Supplementing the article by Professor 
Alfred E. Conard on the Model Fiduciar- 
ies Securities Transfer Act (noted else- 
where on this page), this note is an ex- 
tensive commentary upon the problems 
of documentation involved in the trans- 
fer of securities held for the benefit of 
another. These problems were intended 
to be simplified by the enactment of 
“Nominee Statutes” in forty-two juris- 
dictions. The various aspects of trans- 
fers under the nominee statutes are care- 
fully analyzed, and there is appended 
to the note a full breakdown of the stat- 
utes and their operation, in chart form. 
This chart should be of great assistance 


to those holding securities for the benefit 
of another, in the event transfer is 
sought under the Nominee Statutes. 


The Classification and Regulation of 
Variable Annuities 


Minneosta Law Revizw, May, 1958 (Minneapo- 
lis; $1.75). 


The proposal that the life insurance 
industry issue a new type of annuity 
contract, which is designed to protect re- 
tirement plans from infiation, has cre- 
ated a controversy involving some life 
insurance companies, investment compa- 
nies, and the corresponding regulatory 
agencies at both state and federal levels. 
This note examines the proposed variable 
annuity contract, its economic basis, 
present and proposed regulatory meas- 
ures, as well as such matters as the li- 
censing of agents, policy forms, business 
getting methods, the segregation of in- 
vestment portfolios, balancing and con- 
trolling investments. 


Wills of Movables in American Inter- 
national Conflicts Law: A Critique 
of the Domiciliary “Rule” 


ATHANASSIOS N. YIANNOPOULOS. Caii- 
fornia Law Review, May, 1958 (Berkeley; $2). 


The sacrosanct rule that the law of a 
testator’s domicile governs the deter- 
mination of all questions arising under 
his will is given a severe jolt in this ar- 
ticle, at least insofar as those situations 
involving international disputes about 
personal property may be concerned. 

The author’s examination of such cases 
in American courts leads him to declare 
that (1) in a large number, recognition 
of a foreign judgment is afforded or 
denied according to the forum notions of 
“indirect” jurisdiction and res judicata 
rather than according to choice-of-law 
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rules; (2) in many instances the situs 
of personalty and domicile of the deze. 
dent are within the forum jurisdiction 
and the decisions invoking the law of ‘he 


domicile could be rationalized as based 


on either the law of the situs or that of 
the forum; (3) although lip service is 
paid to the rule, other than domiciliary 
law is actually applied in a large number 
of cases by means of such devices as the 
presumption of identity of the foreign 
law with that of the forum, the invoca- 
tion of the testator’s intention that some 
particular law be applied, the localiza- 
tion of the domicile at the situs of the 
personal property, or the acceptance of 
renvoi from the domiciliary law; and (4) 
the rule is questioned and other 
domiciliary law 
eral instances. 


than 
openly applied in sey- 


Should the Rule Against Perpetuities 

Discard Its Vest? 

DANIEL M. SCHUYLER. Michigan Law Re- 

view, April, 1958 (Ann Arbor; $1.50). 

In the first installment of this impor- 
tant study, (noted in the June issue of 
T&E) Professor Schuyler traced the his- 
tory and early purpose of the common 
law rule against perpetuities, This in- 
stallment points up the tremendous 
amount of litigation which has _ been 
caused by the rule’s concern with the 
concept of vesting, and demonstrates the 
author’s reasons for believing that the 
question stated in the title of his article 
should be answered affirmatively. He as- 
serts that “a start must be made some- 
where because it is abundantly clear that 
the rule against perpetuities cannot be 
remolded by the judicial process to meet 
its present-day objectives.” In this con- 
nection, he offers “with a good deal of 
trepidation,” a model “Act Concerning 
Perpetuities.” 


Restricted Stock Options — All That 
Glitters ... 


WILLIAM J. NEILAN. Journal of American 

Society of Chartered Life Underwriters. Sum- 

mer, 1958 (3924 Walnut St., Philadelphia 4; 

$1.50). 

The financing of restricted stock op- 
tions is shown to be a major problem for 
the executive as well as for his estate. 
During the optionee’s lifetime there is no 
obligation to act affirmatively with re- 
spect to such options and he will need 
cash only when he decides to exercise 
them. If he fails to do so, the options are 
includible in his estate at their market 
value. But they are not salable until ex- 
ercised. Consequently unless sufficient 
cash is available to convert the options 
into marketable stock, their utility is 
diminished, if not lost altogether. More- 
over, the estate is moved into a higher 
tax bracket by reason of the inclusion of 
the options. The answer for estate p!an- 
ners, in this author’s opinion, is func ing 
with life insurance. 
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Daniel W. Bell (left) 
president and chairman 
of the board of American 
Security and Trust Co., 
Washington, D. C., pre- 
sents his Company’s Es- 
tate Planning Award to 
Vincent James McAlister 
of Birmingham, Ala. The 
$50 cash award is given 
annually to the senior 
graduate student who 
achieves the highest 
scholastic average in Es- 
tate Planning in the 
Graduate School of Law, 
Georgetown University. 





A similar award is given annually at George Washington University. Looking on are Joseph 
W. Whyte, vice president and trust officer of American Security, and Paul R. Dean (far 
right) dean of Georgetown University Law Center. 





State Legislation 
(Fifth Installment) 


MASSACHUSETTS 


Ch. 45: Provides that deposits or 
shares in credit union standing in name 
of decedent shall be paid to legal repre- 
sentative; provided, however, that if 
total of such deposits and shares does 
not exceed $500 and there has been no 
demand by personal representative, pay- 
ment may be made to surviving spouse 
or next of kin after 60 days from death 
of depositor or shareholder. 


Ch. 283: Amends G.L. 200A, section 5, 
abandoned property law, to make it ap- 
ply not, as heretofore, to property held 
by, or in the control of, “any person for 
the benefit of a person residing or hav- 
ing a principal place of business in this 
commonwealth,” but for “any person 
having a residence or principal place of 
business in this commonwealth, other 
than a corporation organized under the 
laws of another state, but including any 
fiduciary appointed in this common- 
wealth, for the benefit of any person 
whose last known residence or place of 
business was in this commonwealth.” 


NEW JERSEY 
A.B. 321: Validates conveyance of real 
estate by trustee without naming cestuis 
que trustent, where conveyance to trus- 
tee as such was made before Jan. 1, 1948. 


A & A 
DRAFTING PITFALLS DISCUSSED 


‘ofessor A. James Casner of Harvard 
v School analyzed a number of will 
clauses at the Section of Real Property, 
Probate and Trust Law’s session of the 


American Bar Association’s regional 


mecting in St. Louis on June 13. He was 
foll.wed by a panel consisting of Pro- 
fessor Daniel M. Schuyler of Northwest- 
ern University Law School, and Charles 
C. Allen and Maurice G. Helston, both 


of St. Louis. 


Section Vice Chairman J. Stanley 
Mu lin of Los Angeles presided. 
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Handbook on Perpetuities 


A highly useful “Legislators’ Hand- 
book on Perpetuities” has just been pub- 
lished by the Section of Real Property, 
Probate and Trust Law, American Bar 
Association. Prepared by its Committee 
on Rules against Perpetuities, whose 
chairman is Professor Lewis M. Simes 
of the University of Michigan Law 
School, the 40-page study is designed 
primarily as an aid to legislatures con- 
sidering reform of the rule in their re- 
spective states. 

Following criticism of the common law 
rule and various proposed reforms, the 
committee presents its detailed recom- 
mendations. It then comments on the 
several statutes of general and specific 
applicantion which have been enacted in 
recent years, 

Appendices include a helpful classifi- 
cation of statutes by states, and ex- 
tended views of Professor Simes, W. 
Barton Leach and Daniel M. Schuyler. 





Estate Planning Council 
Activities 

Central Arizona — Officers elected for 
the ensuing year are: Pres.—William G. 
Farrow, accountant; Vice Pres.—Ber- 
nard A. Vitek, trust officer, Phoenix 
Title & Trust Co.; Sec.—Rulon E. Ras- 
mussen, life underwriter; Treas.—May- 
nard P. Goudy, attorney. 

Long Beach — The organization has 
changed its name from “Life Under- 
writers and Trust Council” to “Estate 
Planning and Trust Council.” Member- 
ship now includes attorneys, certified 
public accountants, trust officers and life 
underwriters. Newly elected officers are: 
Pres—L. H. Brinkman, Long Beach 
manager, New York Life Insurance Co.; 
Vice Pres.—A. L. Brchan, trust officer, 
Bank of America; Sec.-Treas.—David 
N. Eagleson, attorney. 

Buffalo — The Council recently adopt- 
ed a program of informal luncheon 
meetings, beginning March 31. On June 
30, Raymond W. Conklin, attorney led 
a discussion on the Appropriate Uses of 
Life Insurance Settlement Options and 
Life Insurance Trusts. The regular 
Spring Meeting in May was addressed by 
George A. Newbury, president, Manu- 
facturers & Traders Trust Co., on The 
Current Outlook for Business in the 
Niagara Frontier. 

El Paso — Newly elected officers are: 
Chm.—Grover Stephens, attorney; Vice 
Chm.—William D. Goldfarb, C.L.U.; 
Sec.— Murray J. Manning, C.P.A.; 
Treas.—William A. Emig, trust depart- 
ment, State National Bank. 





Fiduciary Association Elections 


Trust Division, Alabama Bankers Asso- 
ciation: 


Chairman: P. C. Campbell, trust offi- 
cer, First National Bank of Montgomery 

Sec.-Treas.: Corley Chapman, vice 
president and trust officer, Troy Bank 
& Trust Co. 

Committee Chairmen: Legislative: Jos- 
eph D. Jolly, trust officer, First National 
Bank of Montgomery; Bar Relations: 
Plato Britton, trust officer, First Nation- 
al Bank of Birmingham; Uniform Trust 
Practices: Guy Faulk, Jr., vice president 
and trust officer, Merchants National 
Bank of Mobile; Trust Education: Cor- 
ley Chapman, vice president and trust 
officer, Troy Bank & Trust Co. 


Corporate Fiduciaries 


Arizona: 


President: John S. Bundy, trust offi- 
cer, First National Bank of Arizona, 
Phoenix 

Vice Pres.: John D. Keller, vice presi- 
dent, Lawyers Title Co., Phoenix 


Association of 


Sec.-Treas.: Miss Evva Shaw, assistant 
trust officer, Valley National Bank, 
Phoenix 


Corporate Fiduciaries 
Kansas City: 


Association of 


President: Thomas 
officer, Commercial 
Kansas City, Kan. 


C. Hurst, trust 
National Bank, 


Vice Pres.: James R. Bocell, personal 
trust officer, City National Bank & Trust 
Co., Kansas City, Mo. 


Sec.-Treas.: Clarence O. Settles, as- 
sistant vice president and assistant trust 
officer, Mercantile National Bank, Kansas 
City, Mo. 


Trust Companies’ Association of Oregon: 


President: E. R. Linville, trust offi- 
cer, First National Bank of Portland 

Vice Pres.: J. D. Bird, trust officer, 
United States National Bank of Port- 
land 

Sec.-Treas.: M. T. Landers, assistant 
trust officer, Portland Trust Bank 
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ESTATE TAX 


State court’s determination of property 
rights binding for marital deduction pur- 
poses. Decedent left one-half of residue 
of estate in trust to pay income to widow 
for life. She was entitled in her discre- 
tion to invade principal in event trust 
income was insufficient to meet her living 
expenses or other requirements. Upon 
her death, balance would devolve to 
children. In action in State court, decree 
was obtained ordering conveyance of 
trust property to widow. Estate claimed 
marital deduction for value of trust 
property, which was denied by Commis- 
sioner. 


HELD: For estate. State court decree, 
in absence of collusion, is binding with 
respect to determination of property 
rights passing to surviving spouse. Since 
right was held to be right in fee simple 
from moment of decedent’s death, it 
qualifies for marital] deduction. Gordon v. 
U. S., D.C. W.D. Mo., June 30, 1958. 


Transfer he!d in contemplation of death 
where gift pattern not established. Dece- 
dent had made gifts to family members 
commencing in 1942 and yearly until his 
death in 1950. Evidence showed that in 
1945 he suffered stroke, that he had 
generalized arteriosclerosis, and _ that 
arteriosclerosis was major contributing 
cause of death. Evidence further showed 
that gifts extending from 1942 were for 
special occasions, such as_ those to 
children to buy houses. Others followed 
shortly after decedent had been ill. Com- 
missioner held gifts made in 1949 and 
1950 were transfers in contemplation of 
death. Estate sued for refund. 


Held: For Commissioner. Even though 
there may be some life motives for trans- 
fer, if fear of death was substantial 
motivating factor. transfer is in contem- 
plation of death. Here, taxpayer failed 
to carry burden of proof that transfers 
were part of gift pattern, rather than 
conveyances made in contemplation of 
death. Gordon v. U. S., supra. 


Decedent’s intent to qualify insurance 
proceeds for marital deduction given 
effect. One paragraph of beneficiary 
clause in decedent’s insurance policies 
provided for payment of proceeds to 
widow. Another provided that if widow 
died before proof of death, proceeds were 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


to be paid to decedent’s estate. Commis- 
sioner disallowed marital deduction 
claimed for value of proceeds on theory 
that interest was terminable, since there 
was no certainty that widow would re- 
ceive proceeds in all events if she should 
survive decedent by six months. District 
Court upheld Commissioner. 


HELD: For estate. Beneficiary provi- 
sions were ambiguous. Under one, pro- 
ceeds qualified for marital deduction, 
whereas under other, they didn’t. Where 
terms of contract are contradictory, 
under state law, meaning put on contract 
by parties may be shown, and will be 
enforced. Since it was shown that de- 
cedent requested changes to qualify pro- 
ceeds for marital deduction, his intention 
will be given effect. E. J. Eggleston, Exr. 
v. Dudley, 3rd Cir., June 30, 1958. 


Marital deduction allowed for dower in- 
terest. In administering decedent’s estate, 
it became necessary to sell real estate to 
pay debts, administration expenses, death 
taxes and widow’s interest. Buyer in- 
sisted that property be freed of all claims 
for dower or taxes. Pursuant to Alabama 
law, land was sold free of dower rights, 
and amount equivalent to widow’s in- 
terest was paid to her from cash pro- 
ceeds. Estate claimed marital deduction 
for value of proceeds. Commissioner dis- 
allowed deduction on ground that dower 
interest which passed to widow was life 
estate and therefore terminable interest. 

HELD: For estate. At time of dece- 
dent’s death sale of land was necessary 
to discharge estate obligations. Land 
could not have been sold subject to 
dower. Fund paid to spouse was “statu- 
tory interest” in lieu of dower, passing 
from deceased to widow. It, therefore, 
qualifies for marital deduction. U. S. v. 
F, A. Crosby, Admr., 5th Cir., June 30, 
1958. 


Charitable deduction allowed for be- 
quest to “benevolent” organization. Dece- 
dent bequeathed residue of estate “to 
such charitable, benevolent, religious or 
educational institutions as my executors 
named may determine.” Commissioner 
disallowed charitable deduction since ex- 
ecutors were authorized to make trans- 
fers to “benevolent” institutions whose 
purposes might not be “charitable.” Dis- 
trict Court affirmed Commissioner. 








HELD: District Court reversed. Intent 
of decedent is to be drawn not only from 
will but from evidence of such intent ex- 
hibited by her during lifetime. Here it 
was shown that she intended that residv- 
ary estate be used for tax-exempt in- 
stitutions. Furthermore, word “benevo- 
lent” was coupled with word “chari- 
table,” and when so used, it has been 
held to be synonymous with “charitable.” 
H. W. Hight, Exr. v. U. S., 2nd Cir, 
June 18, 1958. 





















Widow’s allowance does not qualify for 
marital deduction. Under California law, 
widow is entitled to family allowance 
from estate of husband. Her interest in 
allowance terminates or fails upon her 
death or remarriage. Estate was settled 
and allowance was fully paid. Marital 
deduction was claimed on theory that in- 
terest was vested, and having been paid, 
there was no interest which would terni- 
nate or fail. 

HELD: For Commissioner. Interest 
must be determined at time that it 
arose, namely when Probate Court en- 
tered order granting allowance. At that 
time interest was subject to termination 
in event of widow’s death or remarriage. 
It was, therefore, terminable interest and 
does not qualify for marital deduction. 
Est. of E. A. Cunha v. Comm., 30 T.C. 
No. 80, June 30, 1958. 


























Marital deduction not reduced by paid 
encumbrance on property. Decedent and 
her spouse had acquired property as ten- 
ants by entirety. Purchase price and cost 
of subsequent improvement were fur- 
nished partly by separate funds of each 
spouse and from loan on joint note se- 
cured by property. Decedent directed in 
her will that all debts and charges 
against estate be paid, and executors 
paid holder of note from decedent’s sep- 
arate general estate. On estate tax re 
turn full market value of decedent’s one- 
half interest in realty was reported. In 
determining net estate, executors de- 
ducted one-half of obligation remaining 
on joint note. They also deducted dece- 
dent’s interest in realty as marital] de- 
duction. Commissioner reduced marital 
deduction by amcunt of encumbrance on 
property passing to surviving spouse. for 
which estate had taken deduction for in- 
debtedness. 
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HELD: For estate. Full value of 
realty includible in estate without reduc- 
tion for encumbrance which estate had 
discharged qualifies for marital deduc- 
tion. Where estate is obligated to dis- 
charge encumbrance, and such indebted- 
ness is actually discharged, value of 
property passing to surviving spouse is 
full market value. No corresponding re- 
juction in amount of marital deduction 
is to be made. Wachovia Bank & Trust 
Co., Exr. v. U. S., Ct. Cl., July 16, 1958. 


Interest in pension plan includible in 
estate. Under company pension plan, de- 
cedent had right to designate classes of 
beneficiaries to whom his benefits were 
to be paid at his death. Benefits under 
plan and beneficiary designations were 
governed by over-all administration of 
pension board. Executor contended that 
since benefits were dependent on deci- 
sions of pension board, rights of em- 
ployees were not vested, and did not con- 
stitute property includible in decedent’s 
estate. 

HELD: For Commissioner. Pension 
board could not deny payment of benefits 
to which employee was entitled, notwith- 
standing its over-all supervision and ad- 
ministration of plan. Decedent’s right to 
such benefits constituted property includ- 
ible in gross estate. Est. of E. L. Garber 
v. Comm., 17 T.C. Memo 1958-21, June 
27, 1958. 


GIFT TAX 


Powers of trustees do not render in- 
come beneficiaries’ interests incapable of 
valuation. Taxpayer transferred securi- 
ties valued at $175,000 in trust to pay in- 
come monthly to four persons for their 
lives, with remainder over to charity. 
Trustees were given absolute discretion 
to allocate whole or any part of receipts 
to principal. Exclusions of $3,000 each 
were claimed against each gift. Commis- 
sioner denied exclusions on ground that 
gifts were of “future interests,’ since 
trustees could deprive beneficiaries of 
present interests by allocating all re- 
ceipts to principal. 

HELD: For taxpayer. Intention of 
grantor was to give income beneficiar- 
ies substantial present interests. Trus- 
tees’ powers were granted for purpose of 
facilitating administration of trust. To 
deprive income beneficiaries of their 
present interests would constitute abuse 
of discretion which would not be sanc- 
tioned by state court. Frances C. Brown 
v, Comm., 30 T.C. No. 83, June 30, 1958. 


INCOME TAX 


Beneficiaries cannot carry back estate’s 
loss. Pending final distribution of dece- 
dent s estate, administrators continued to 
oper ite his business. They filed fiduciary 
retu'n for first fiscal year, showing size- 
able net income. Since decedent died in- 
test»te, and under local state law there 
Was no provision for accumulation of in- 
com:, net income was distributable to 
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beneficiaries of estate. Beneficiaries re- 
ported distributable income on their re- 
turns, and estate claimed deduction in 
like amount. Thus, estate had no tax- 
able income for period. In following 
years, estate had substantial net operat- 
ing loss. Beneficiaries filed claims for re- 
funds based upon proportionate share of 
estate’s loss. Claims were rejected by 
Commisioner. 

HELD: For Commissioner, Only tax- 
payer who sustains net operating loss is 
entitled to carry back. Estate is separate 
entity from its beneficiaries. Loss of 
estate cannot be deducted by beneficiaries 
in their personal tax returns. Mellott et 
al. v. U. S., 38rd Cir., July 2, 1958. 


Capital gain treatment for sale of en- 
dowment policy before maturity. Tax- 
payer, who owned $27,000 endowment in- 
surance policy on his life, sold it to his law 
partners for $26,750 twelve days before 
policy matured. Sales price was $5,400 
more than cost to him. Cash value of 
policy was $26,973. Commissioner deter- 
mined that $5,400 was ordinary income on 
theory that either there was no sale or 
exchange, or excess received represented 
interest income. 

HELD: For taxpayer. Policy was capi- 
tal asset and upon surrender by taxpayer 
for bona fide consideration, sale was con- 
summated, Excess was not interest but 
resulted from reduction in cost by reason 
of dividends of company being credited 
against current premiums, P, W. Phillips 
v. Comm., 30 T.C. No. 87, June 30, 1958. 


Transferee liability does not attach to 
surviving co-owner of United States 
Bonds. Commissioner asserted transferee 
liability against decedent’s surviving 
spouse for redemption value of certain 
bonds which decedent had purchased and 
registered in co-ownership with his wife. 
Decedent was not insolvent at time bonds 
were placed in co-ownership. 

HELD: For taxpayer. Since under 
law of New York transfer was not in 
fraud of creditors, wife is not liable as 
transferee. Est. of H. Schneider v. Comm., 
30 T.C. No. 96, July 17, 1958. 


Excess contributions on terminaiion of 
profit-sharing trust not deductible as 
carry-over or as loss. Taxpayer corpora- 
tion made contributions to its profit-shar- 
ing trust in each of three years preced- 
ing its termination, in excess of amount 
allowed as tax deduction under Section 
23(p) (1) (C) of 1939 Code (Section 404 
(a) (3) (A) of 1954 Code). Corporation 
claimed that excess should either be car- 
ried over as deduction for subsequent 
year, or alternatively that it should be 
allowed as loss arising from worthless- 
ness of asset in year of termination. 

HELD: For Commissioner. Deductions 
are matters of legislative grace and must 
be specifically provided for. Contribu- 
tions to profit-sharing trusts are allow- 
able only as provided for in Section 
23(p) of 1939 Code (Section 404 (a) of 
1954 Code). Since trust was not in exist- 
ence in subsequent year, excess could 
not be carried forward. Furthermore, 
excess could not be deducted as loss aris- 
ing from worthlessness of asset since 
such loss is not provided for in Internal 
Revenue Code or Regulations there- 
under. Royer’s Inc. v. U. S., W.D. Pa., 
June 24, 1958. 


REVENUE RULINGS 


INCOME TAX: Lease income taxable 
to grantor where trustees’ powers limited 
and reversion retained. Husband and wife 
established trust for benefit of their 
minor children. Attorney was trustee. 
Trust corpus consisted of oil station lease 
for ten years, with two five year optional 
renewals, Trustee could not transfer or 
in any way assign or encumber lease. 

Service rules that grantors are taxable 
on income received under lease. Where 
fee owner and lessor assigns lease and 
retains reversion, only right to rents 
passes to assignee. This constitutes as- 
signment of income in advance of 
payment, without attendant assignment 
of reversion. Additionally, prohibition 
against assignment or encumbrance pre- 
vents trustees from having full con- 
trol over property. Rev. Rul. 58-337, 
1958-28, p. 13. 
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BaR RELATIONS — Estate Planning 
Corporation and Sole Stockholder 
Enjoined from Practicing Law 


Illinois—Superior Court of Cook County 
Chicago Bar Ass’n. v. Financial Planning, Inc., 
June 10, 1958. 

This was an action by the Bar Asso- 
ciation to enjoin the defendant corpora- 
tion and sole stockholder from giving 
legal opinions, drafting and construing 
legal documents, preparing estate plans 
embodying legal analysis and counsel 
and from practicing law. 


In the course of its business the de- 
fendant would prepare “Confidential Fi- 
nancial Reports” for its customers. The 
Court described these reports as includ- 
ing an analysis of the consumer’s assets 
and liabilities, his will, trusts, insurance 
policies, with a view to saving taxes. 
Other matters covered in the reports 
were: liquidity through life insurance, 
use of marital deduction, powers of ap- 
pointment, selection of an _ executor, 
waiver of executor’s surety bond, spray 
trusts, tax implications of joint tenancy, 
etc. 


HELD: An injunction should issue 
against both the corporate and indivi- 
dual defendant. The fact that the re- 
ports were subject to review by the cus- 
tomer’s lawyer was no excuse. The se”- 
vices mentioned constituted the practice 
of law under an Illinois case holding 
that the practice of law “includes the 
giving of advice or the rendering of any 
service requiring the use of any legal 
skill or knowledge.” 





CLaims — Filing of Bill in Equity by 
Judgment Creditor to Enforce Exe- 
cution before Estate is Represent- 
ed Insolvent Gives Creditor Prior- 
ity 


Massachusetts—Supreme Judicial Court 
Chadwick v. Taylor, 1958 Mass. 703. 


On August 6, 1956, petitioner recover- 
ed judgment against an estate. Execu- 
tion on the judgment issued August 8 
and remained unsatisfied. On September 
4 the petitioner filed a bill in equity in 
the Superior Court to reach and apply in 
satisfaction of the judgment funds 
in the hands of a bank resulting from 
the foreclosure of a mortgage. On Sap- 
tember 14, 1956 one year from the date 
of approval of the administrator’s bond, 
he filed a representation of insolvency. 
On October 19 a decree of probable in- 
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solvency was entered and commission- 
ers were appointed. On February 7, 1957, 
the present bill to establish priority was 
filed, the claim of priority being based 
on the prior bill in equity, which con- 
stituted a levy and gave him a lien on 
the funds. The probate judge ruled in 
his favor and entered a decree accord- 
ingly. 

HELD: Affirmed. The filing of the 
bill in equity was the commencement of 
a levy on the execution, and created a 
lien in favor of the petitioner. The es- 
tate was not represented insolvent until 
ten days after the petitioner’s bill was 
filed to enforce the execution. The ad- 
ministrator could have prevented the 
issuing of the execution by filing the 
representation of insolvency earlier, and 
filing a certified copy with the clerk of 
the court in which the judgment was 
rendered. 


COMPENSATION — Attorneys for Will 
Contestants Not Entitled to Com- 
pensation from Estate 


Colorado—Supreme Court 
Proudfit v. Coons, May 12, 1958. 


Flora Deeds executed two purported 
last wills, one dated November 12, 1948, 
and the other dated November 4, 1948, 
both instruments being practically identi- 
cal. The heirs at law contested the 
November 12, 1948 will, which was ad- 
mitted to probate in the County Court 
but eventually denied probate in the Dis- 
trict Court. Thereafter, the November 4 
will was admitted to probate over the 


objections of the caveators. The cay 
tors then petitioned the court for an al- 
lowance of an attorney’s fee for their 
successful prosecution of the caveat to 
the November 12 will. Attorney’s fees 
were denied by the County Court bui al- 
lowed on appeal by the District Court. 


HELD: Reversed. Attorney’s fees of 
caveators are not an expense of ad- 
ministration to be paid out of the esiate, 
This is an adversary proceeding in which 
certain heirs attempted to overthrow the 
will with a view of obtaining an in- 
testate administration of the estate. Per- 
sons contesting a purported last wil! are 
in the same position as any other liti- 
gant and must bear their own counsel 
fees. No allowance may be made out of 
the estate of a deceased person for sery- 
ices of an attorney not employed by the 
personal representative of the estate 
where the services were rendered for the 
sole benefit of the individual or group of 
individuals interested in the estate and 
where the services are purely personal 
and adversary between the parties. 


COMPENSATION — Executor Not En- 
titled to Extra Commissions for 
Managing Corporation Whose 
Stock Was Owned Entirely by De- 
cedent 


Maryland—Court of Appeals 

Lehman, Executor of Seff v. Kairys, Daily Rec- 

ord, July 23, 1958. 

A Maryland decedent died owning 
100% of the outstanding stock of a cor- 
poration which he had formed to man- 
age and hold real estate. At the time of 
his death, the corporation held some 300 
investment properties, 700 installment 
contract properties, 80 mortgages, 33) 
ground rents, and 302 hypothecations. 
The net value of the outstanding stock 
was appraised at $2,300,000, and the bal- 
ance of the estate at some $80,000. 

By Order of Court, the executor was 
named chairman of the board, and was 
given “full supervision of all the ac- 


tivities and business of the corpora- 
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tion.” In that capacity he attended over 
160 settlements of properties sold by 
the corporation, supervised 81 fore- 
dosures, arranged 12 ground rent re- 
jemptions, maintained a daily check of 
the corporate books, negotiated a $450,- 
)00 refinancing matter, and performed 
miscellaneous other services. The execu- 
ior received the maximum commissions 
illowed by law: 10% of the first $20,000 
and 2% of the balance, less 10% of the 
total for a State “tax on commissions” 
— or a net total of approximately $45,- 
(00. He petitioned the Court for addi- 
tional compensation for his services in 
managing the real estate company. On 
demurrer, the petition was dismissed. 

HELD: Affirmed. Maryland law recog- 
nizes the right of an executor to receive 
additional compensation in excess of the 
maximum statutory commissions when 
extraordinary services are performed 
for the estate — as, for example, running 
a business, overseeing a farm, etc. But 
here, the services were performed for 
the corporation, not the estate. The mere 
fact that the decedent was the sole stock- 
holder does not justify the Court in dis- 
regarding the corporate entity. 

The case is remanded to the lower 
court for further proceedings to de- 
termine the extent, if any, of the cor- 
poration’s liability to pay for the ser- 
vices rendered. 


ConFLICT OF LAws — Validity of 
Trust and Exercise of Power of Ap- 
pointment Determined by Law of 
Situs 


United States—Supreme Court 


Hanson v. Denckla; Lewis v. Hanson, 2 L. ed. 
2d 1283, 78 S. Ct. —, June 23, 1958. 


In 1935 Mrs. Donner, while domiciled 
in Pennsylvania, executed a trust agree- 
ment with the Wilmington (Del.) Trust 
Co., under which she received the income 
for life and the right to appoint the re- 
mainder either by an inter vivos or by a 
testamentary instrument. Under the 
agreement Mrs. Donner possessed the 
right to change the trustee, to amend, 
alter or revoke the agreement and to con- 
trol the purchase and sale of trust assets. 
A few days after the trust was estab- 
lished Mrs, Donner exercised her power 
of appointment. That appointment was 
replaced by another in 1939. 

In 1944 Mrs. Donner became domiciled 
in Florida and on December 3, 1949, she 
executed a will naming her daughter, 
Elizabeth Hanson, as executrix. Under 
the will Mrs. Donner directed that her 
residuary estate, including property over 
Which she possessed a power of appoint- 
men: which prior to her death had not 
bee effectively exercised or had been 
exercised by her in favor of her execu- 
trix be paid in equal shares to two trusts 
for the benefit of her daughters, Kath- 
erin: and Dorothy. On the same day the 
Will was executed, Mrs. Donner executed 
4 New power under which she appointed 
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the sum of $200,000 to each of two trusts 
previously established with the Delaware 
Trust Co., and the balance (over $1,000,- 
000) to her executrix to pass under the 
residuary clause of her will. 

Mrs. Donner died in 1952, and her will 
was admitted to probate in Florida. 
Shortly after her death the Wilmington 
Trust Co. paid the $400,000 to the Dela- 
ware Trust Co., as testatrix had ap- 
pointed. 

Daughters Katherine and Dorothy pe- 
titioned the Florida Chancery Court for 
a declaratory judgment to determine 
what property passed under the residu- 
ary clause of their mother’s will. They 
contended that the power of appointment 
over the $400,000 (received by Delaware 
Trust Co.) was not effectively exercised 
and therefore it should pass to them 
under the residuary clause of the will. 
Personal service was had upon the ex- 
ecutrix and a few other beneficiaries, but 
about a dozen defendants, including the 
two Delaware trust companies being non- 
residents, could not be personally served. 
The executrix moved to dismiss the suit 
claiming that the Florida Court lacked 
jurisdiction over indispensable parties. 
The Chancellor ruled that he lacked 
jurisdiction over the non-resident de- 
fendants because no personal service was 
had and because the trust corpus was 
beyond the jurisdiction of the Court. The 
suit was dismissed as to them. As far 
as the parties before the Court, he 
ruled that the power of appointment was 
testamentary and void under Florida 
law, and accordingly, the $400,000 passed 
under the residuary clause of the will. 
An appropriate decree was entered Jan- 
uary 14, 1955. 

Before the entry of the Chancellor’s 
decree, the executrix instituted a declara- 
tory judgment action in Delaware to de- 
termine who was entitled to participate 
in the trust assets held in that state. On 
January 13, 1956, the Delaware Chancel- 
lor ruled that the trust and power of ap- 
pointment were valid under Delaware 
law and that the $400,000 had properly 
been paid to the Delaware Trust Co. The 
executrix then moved the Florida Court 
to remand with instructions to dismiss 


the Florida suit then pending on appeal. 
The motion was denied and the Florida 
Supreme Court affirmed the Chancellor’s 
conclusion that Florida law applied to 
determine the validity of the trust and 
the power of appointment. Under that 
law the trust was invalid because the 
settlor had reserved too much power over 
the trustees and the corpus, and the 
power of appointment was a _ testa- 
mentary act “not accompanied by the re- 
quisite formalities.” The Florida Su- 
preme Court further held that jurisdic- 
tion to construe the will carried with it 
“substantive” jurisdiction “over the per- 
sons of absent defendants” even though 
the trust assets were not “physically in 
this state.” See T&E, May 1958, p. 502. 

A motion for rehearing urging for the 
first time that Florida should have given 
full faith and credit to the decision of 
the Delaware Chancellor was denied. The 
full faith and credit question was first 
raised in the Delaware litigation by a 
motion for a new trial. In denying the 
motion the Delaware Supreme Court 
ruled that the Florida decree was not 
binding for purposes of good faith and 
credit because the Florida Court did not 
have jurisdiction over the trust corpus. 
See T&E, April 1957, p. 418. 

On certiorari to the Supreme Courts 
of both Delaware and Florida, the Su- 
preme Court 

HELD: Judgment of Florida Supreme 
Court reversed and judgment of Dela- 
ware Supreme Court affirmed. 

The Florida Courts lacked in rem 
jurisdiction since the trust situs was in 
Delaware. A state “acquires no in rem 
jurisdiction to adjudicate the validity of 
inter vivos dispositions simply because its 
decision might augment an estate pass- 
ing under a will probated in its courts. 

* * the fact that the owner is or was 
domiciled within the forum state is not a 
sufficient affiliation with the property 
upon which to base jurisdiction in rem.” 

The Florida Courts lacked jurisdiction 
in personam over the trustee since the 
trustee had not the “minimal contacts” 
with Florida that are a prerequisite to its 
exercise of power over the trustee. The 
trust company had no office in Florida; 
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it transacted no business there; the 
agreement was executed in Delaware by 
a trust company incorporated in that 
state at a time when the settlor was 
domiciled in Pennsylvania; the Florida 
suit was not one to enforce an obligation 
that arose from a privilege exercised in 
Florida; and the execution in Florida of 
the powers of appointment did not give 
Florida a substantial connection with the 
contract on which the suit was based. 

Delaware was under no obligation to 
give full faith and credit to a Florida 
judgment invalid in Florida “because 
offensive to the due process clause of the 
Fourteenth Amendment.” 

Mr. Justice Black wrote a dissenting 
opinion in which Mr. Justice Burton and 
Mr. Justice Brennan joined. They took 
the view that the Florida Courts had 
power to adjudicate the effectiveness of 
the appointment made in Florida by 
testatrix with respect to all those who 
were notified of the proceedings, and that 
being true the Delaware Court had 
erred in refusing to give the Florida 
judgment full faith and credit. 

Mr. Justice Douglas wrote a separate 
dissenting opinion stating that he could 
see no reason under the Fourteenth 
Amendment why Florida could not say 
that the testatrix and her executrix 
might stand in judgment for the non- 
resident trustee so far as the disposition 
of the property under the power of ap- 
pointment and the will was concerned. 


DISTRIBUTION — Adopted Children 
Inherit as “Descendants” 


Pennsylvania—Supreme Court 
Collins Estate, 142 A. 2d 178. 


By will dated in 1912, testatrix left 
her estate in trust for her three children 
for life with remainder to their de- 
scendants. In default of descendants the 
last surviving child was given a power 
of appointment by will, and in default of 
appointment, the remainder passed to 
the heirs and next of kin of the last sur- 
viving child. Testatrix died in 1921. Her 
three children survived. Alfred died in 
1951 survived by an adopted child. Henry 
died in 1957 survived by four natural 








born children, and Edith the last sur- 
viving child died also in 1957 survived 
by two adopted children, Edith’s children 
were adopted after testatrix’s death, and 
Alfred’s after the date of the will, but 
Alfred’s child made no claim, having 
lost on a similar claim when Alfred died. 
The lower court ruled that the adopted 
children did not participate and awarded 
the principal to the natural children of 
Henry. The adopted children of Edith 
appealed. 


HELD: Reversed. By use of the words 
“descendants” testatrix intended to in- 
clude therein the persons to whom prop- 
erty descends and the adopted children 
are within that class. Through the in- 
heritance and adoption statutes, an 
adopted child in 1921 possessed all of 
the rights of inheritance of a natural 
child, both as to its adopting parents and 
the collateral kindred of such parents. 


NOTE: Section 14 (6) of the Wills 
Act of 1947 as amended provides: “*** in 
construing a will making a devise or be- 
quest to a person or persons described 
by relationship to the testator or an- 
other, any person adopted before the 
death of the testator shall be considered 
the child of his adopting parent or par- 
ents and not the child of his natural 
parents ***,” The comment of the drafts- 
men is in part “In requiring adoptions 
to be made before testator’s death, it 
avoids the possibility of adoptions for 
the sole purpose of preventing a gift 
over in default of issue.” 


FIDUCIARIES — Bank May Be Ap- 
pointed Only on Petition of Person 
Having Preference Right to Such 
Appointment 


Washington—Supreme Court 


In re Gordon’s Estate, 152 Wash. Dec. 407, 
326 P. 2d 340. 


Mrs. Gordon left a will in which she 
named her husband without making pro- 
vision for him, and made her brother 
her principal beneficiary. The will was 
made in California during a visit to her 
brother. Mr. Gordon was her third hus- 
band. She had no children. In a previous 
will, also made in California, Mrs. Gor- 

don had made no pro- 
vision for her husband 
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she was unduly influ- 
enced by her brother. 
The trial court con- 
cluded there was no un- 


due influence and that Mrs. Gordon was 
mentally competent when she made the 
will. The husband appealed, and also as- 
signed as error the appointment of a 
bank as administrator with the will an- 
nexed to administer upon decedent’s sep- 
arate property, upon the petition of the 
brother, who was a non-resident of the 
State. The husband was appointed to ad- 
minister the community property pursu- 
ant to his statutory right. 

HELD: Affirmed, as modified. One who 
contests a will has the burden of estab- 
lishing its invalidity by evidence that is 
clear, cogent and convincing. The trial 
court heard and saw the witnesses and 
made its findings. The evidence does not 
preponderate against these findings. 


On the basis of In re Borman’s Es- 
tates, 50 Wn. (2d) 291, 314 P(2d) 617 
(digested in Oct. 1957 issue), the trial 
court had no authority to appoint a na- 
tional bank as administrator upon the 
brother’s petition, because as a_ non- 
resident the brother was not qualified so 
to act. 


INSURANCE — Liability & Casualty — 
Proceeds on Lost or Misplaced 
Specific Legacy Pass to Legatee 


New York—Surrogate’s Court, New York Co. 
Matter of Wright, N.Y.L.J., June 30, 1958. 


Testator specifically bequeathed all 
her jewelry to a friend. A diamond ring 
was not found by the executors but the 
ring was insured and the executors col- 
lected the insurance proceeds. In con- 
sideration of the insurance company’s 
payment, the executors assigned to the 
insurer all their interest in the ring and 
subrogated the insurer to any claim the 
executors had for the ring’s loss. The 
specific legatee acquiesced in the col- 
lection by the executors of the insurance 
proceeds but on the accounting the 
residuary legatees claimed the proceeds. 


HELD: In collecting the insurance 
proceeds the executors were acting as 
the representative of the specific legatee 
and the proceeds belong to her. Where 
the other assets of the estate are more 
than sufficient to satisfy all claims and 
expenses, the executor is under no duty 
to take possession of a specific legacy or 
deliver it to the legatee and title to the 
legacy vests in the specific legatee as of 
the testator’s death. Whether the ring 
was lost or stolen before or after the 
testator’s death, only the specific legatee 
may transfer title to the ring or main- 
tain an action in respect thereof. 


INVESTMENTS — Measure of Sut- 
charge for Keeping Cash in Com- 
mercial Department 


Massachusetts—Supreme Judicial Court 
New England Trust Co. v. Triggs, 1958 Mass. 
767. 
This case arose after and in the inter- 
pretation of the rescript handed «own 
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in the original case, reported in Sept. 


1956 T & E p. 849, involving the measure 
of damages where a corporate trustee 
kept cash in its commercial department 
for an unduly long time. Two choices 
were sent down to the lower court for de- 
termination. 


HELD: Under the first alternative, 
profits, the bank was chargeable with the 
percentage that the net operating earn- 
ings, after taxes, was of the amounts of 
the deposits in those years, plus interest 
from the date when due. As to the other 
alternative, the fair value of the use of 
the money, it meant what the trustee 
would have had to pay for a like use of 
a like amount from other sources. As 
the bank, when it had to borrow money, 
borrowed from the Federal Reserve 
Bank, the rate that it would have had to 
pay for the money would determine the 
rate with which it was chargeable on 
the trust funds in question, with interest 
from the due date. 


Joint TENANCY — Effect of Subse- 
quently Created Joint Tenancy 
and Bequest Upon Will 


Iowa—Supreme Court 
In re Ramthun’s Estate, 89 N.W. 2d 337. 


In 1930 Fred Ramthun executed a will 
leaving all of his property to his brother 
Albert. In 1954 Fred placed all real 
estate owned by him in joint tenancy be- 
tween himself and Albert. In 1955, two 
months before the death of Fred, both 
brothers jointly executed an instrument 
which was duly witnessed in accordance 
with the statute prescribing testamen- 
tary formalities, providing, 


“To Whom It May Concern: In con- 
sideration of kindness shown us and _ for 
services rendered us during our lifetime 
we, Fred Ramthun and Albert Ramthun, 
being in right mind and full possession 
of our mental facu'ties, do herewith be- 
queath and give from our estate after our 
death, the sum of Five Thousand ($5,000) 


to Henry Wendland and do order that 
such amount in cesh be paid to him. We 
have afixed our signatures to this docu- 


ment on the 8th day of April, 1955 in the 
* # 


presence of these witnesses. 


It was the contention of the heirs of 
Fred (other than Albert) the the instru- 
ment of 1955 was a mutual will, con- 
stituted a revocation of Fred’s will of 
1930, and nullified the joint tenancy thus 
creating an intestacy in Fred’s estate as 
to the excess over the $5,000 given to 
Henry Wendland. 


lowa Code, Sec. 633.10 provides that 
a will can only be revoked ’* * * in whole 
or in part by being canceled or destroyed 
by ‘he act or direction of the testator, 
with the intention of so revoking them, 
or oy the execution of subsequent will. 
** * Whether a former will is revoked 
In vhole or in part must depend upon 
the testator’s intent as gathered by his 
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acts and from the instrument or instru- 
ments purporting to cause the revoca- 
tion.” 

HELD: Albert took the real estate 
as sole owner upon Fred’s death either 
as surviving joint tenant or as_ bene- 
ficiary of the 1930 will. The 1930 and 
1955 instruments were both entitled to 
probate but probate was unnecessary due 
to the effect of the joint tenancy. The in- 
strument of 1955 did constitute a will but 
because it did not in terms revoke the 
1930 will the latter was affected only 
to the extent it was inconsistent with 
the 1930 will. 


Joint TENANCY — Joint Bank Ac- 
count Did Not Create Gift 


Pennsylvania—Supreme Court 
Balfoar v. Seitz, 392 Pa. 300. 


Sometime prior to 1930 decedent opened 
a savings account, In 1950 or 1952 he 
had the title of the account changed to 
himself or his daughter. The teller who 
made the change explained that if either 
party died, the account would belong to 
the survivor. Thereafter all withdraw- 
als were made by decedent, and the 
daughter made no deposits in the ac- 
count. The passbook remained in de- 
cedent’s possession. The administrator 
claimed the fund for the estate. The 
daughter claimed the fund as an inter 
vivos gift. The lower court held that 
a joint account with right of survivor- 
ship had been created, that an inter 
vivos gift had been made and the bal- 
ance in the account at decedent’s death 
passed to the daughter. 


HELD: Reversed. The mere fact that 
money is deposited in an account in the 
names of two persons connected by 
“and” or “or” does not establish a gift 
inter vivos. To constitute an inter vivos 
gift by joint account, there must be 
such actual or constructive delivery as 
to invest in the donee so much dominion 
and control as is consistent with the 
joint ownership of interest. The evidence 
here falls far short of the quantum of 
proof required to establish an inter vivos 
gift. 
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LIVING TRusTS — Remaincer to 
Heirs Did Not Create Reverter 


Kentucky—Court of Appeals 


Department of Revenue v. Kentucky Trust Co., 
313 S.W. 2d 401. 


In 1935 Robinson created an inter vivos 
trust, the instrument providing that in- 
come should be paid to his daughters for 
life with remainder to their lineal de- 
scendants, per stirpes, but if both daugh- 
ters should die without lineal descend- 
ants, the property should be distributed 
to the settlor’s “heirs at law in accord- 
ance with the laws of descent and dis- 
tribution then in existence under the 
laws of Kentucky.” The instrument also 
provided that the settlor “reserves no 
right or interest in the income or prin- 
cipal of the trust estate unto himself.” 

Approximately one year prior to his 
death, Robinson wrote a letter to the 
trustee in which he stated that he had 
been advised that “I may have a pos- 
sible reverter interest in the fund, “and 
stated to the trustee that in executing 
the instrument “ it was my intention 
to part with all right, title and interest 
of every kind.” The letter stated that if 
it “should develop,” such interest should 
be paid to a designated religious body. 

In this action, brought to determine 
whether the alleged reverter interest 
was taxable as asserted by the Depart- 
ment of Revenue, the trial court held 
that its value was taxable. 


HELD: Reversed. The trust instru- 
ment created no reversionary interest in 
the settlor, and therefore the tax was 
improperly assessed. The provision for 
distribution to trustor’s “heirs-at-law, 
in accordance with the laws of descent 
and distribution then in existence under 
the laws of Kentucky” created a class 
of remaindermen as though trustor had 
died intestate simultaneously with the 
death of the last beneficiary who might 
die during trustor’s lifetime.” 

In response to a contention that the 
letter to the trustee established that 
Robinson recognized there was a _ pos- 
sibility the fund would revert to him and 
by this letter he was attempting to 
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change the terms of the trust, the Court 
said: 


“Our conclusion that there was no pos- 
sibility of reverter provided in the trust 
agreement is fortified by the letter***. 
Upon being informed, erroneously as we 
think, there was a possibility of the trust 
fund reverting to him, Mr. Robinson wrote 
his trustee it was his intention in creat- 
ing the trust fund to divest himself of ‘all 
interest of every kind’ in the fund. In this 
letter he merely attempted to make crystal 
clear his intentions expressed in the trust 
paper that he had parted with all interests 
in the trust fund.” 

“Had there been a possibility of re- 
verter, this letter in attempting to dispose 
of it in favor of the Church operated to 
divest Mr. Robinson of his possibility of a 
reverter in the trust fund. The possibility 
of a reverter is not an estate and is inalien- 
able. Here the attempted transfer of it 
was ineffectual insofar as it undertook to 
pass any right or interest to the Church, 
but it had the effect of extinguishing trus- 
tor’s possibility of a reverter.” 


POWERS OF APPOINTMENT — Evi- 
dence Inadmissible to Show Testa- 
tor Did Not Intend to Exercise 
Power 


New York—Court of Appeals 
Matter of Deane, 4 N.Y. 2d 326. 


The settlor created a living trust in 
New York and granted a testamentary 
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power of appointment to his wife. In de- 
fault of appointment the trust principal 
was to pass on the wife’s death to her 
son and the settlor’s sister. The wife 
made her will in Texas where she was 
visiting her son who was her only child. 
Testimony was introduced concerning the 
wife’s concern for her son, and that the 
wife told the draftsman of her will that 
her son would be provided for by a trust 
from which she was receiving income — 
and the draftsman told the wife that it 
would not be necessary to refer to the 
trust in her will. The sole legatee under 
the wife’s will is the wife’s infant grand- 
son. The takers in default of appoint- 
ment contended that the wife did not in- 
tend to appoint the trust principal, 
which aggregated $800,000. 


HELD: The trust corpus passes to the 
grandson. The law of New York deter- 
mines whether the wife’s will exercised 
the testamentary power. Personal Prop- 
erty Law Sec. 18 provides that a will 
purporting to pass all of the testator’s 
property exercises a power of appoint- 
ment unless a contrary intention appears 
in the will expressly or by necessary im- 
plication. The proferred evidence of the 
wife’s intention was inadmissible. The 
statute requires that proof of intention 
not to exercise the power must be found 
in the will, and no such proof is present 
here. 


REAL PROPERTY — Devise of Encum- 
bered Parcel Passes Free of Debt 


Maryland—cCourt of Appeals 
Tobiason v. Machen, 142 A. 2d 145. 


The will directed the executrix to pay 
all the testator’s just debts and funeral 
expenses, and then specifically devised 
all his “right, title and interest” in a 
piece of real estate to a named devisee. 
The residue was bequeathed to the 
testator’s mother. At the time of his 
death, the real estate was subject to a 
mortgage, and the question arose wheth- 
er it was charged with the payment of 
the mortgage debt or whether it was 
exonerated therefrom. The Chancellor 
ruled that the property passed subject 
to the mortgage, and the devisee appeal- 
ed. 


HELD: Reversed. It is the well settled 
law of Maryland that the personal es- 
tate is the “natural and primary fund 
for the payment of debts.” Only when 
the will exonerates the personalty from 
the payment of debts, either expressly 
or by reasonable implication of the 
testator’s intent, is this rule changed. 
The devise of all the testator’s right, 
title and interest” in the property is 
not enough to evidence such intent. Even 
language devising property “subject to 
a mortgage” would be treated as de- 
scriptive and not as changing the Mary- 
land rule on exoneration. Here, there is 
an added inference that the testator in- 
tended the personal estate to bear the 


burden of the mortgage debt because he 
incurred the debt after the will was ex- 
ecuted. 

Although the rule of exoneration is 
not a popular one and has elsewliere 
been restricted by statute, it is too well 
settled in this State to be ignored. Any 
change must be done by the legislature 
rather than the courts. 










TAXATION — Estate & Inheritance — 
Property Passing to Widow Pursu- 
ant to an Antenuptial Agreement is 
Subject to Inheritance Tax 








Wisconsin—Supreme Court 


Estate of Heuel, 4 Wis. 2d 400, 90 N.W. 24 
634. 







Property passing to widow pursuant to 
an antenuptial agreement is subject to 
inheritance tax. 







Decedent married Belle Moody in 1949, 
Shortly before the marriage he entered 
into a contract with her providing that 
upon his death she should have, as he 
full share of his estate, one-third of all 
of the property other than life insur- 
ance, such one-third “to be paid to her 
by my said executor, .. . at the rate of 
$160 per month,” any amount thereof 
remaining in the hands of the executo 
at Belle’s death or remarriage to be dis- 
posed of under the residuary clause of 
the will. Belle agreed that such pro- 
vision should be in full satisfaction of 
her rights in testator’s estate, including 
her dower rights. 






















Testator left a will made in 1955, in 
which he directed his executor to add 
$140 to the amount paid to his widow 
each month, so that she should receive 
$300 per month until her death or re 
marriage. The property not required for 
that purpose was disposed of, in small 
part to the widow but mainly to others. 
The trial court adjudged that the entir 
provision for the widow, including the 
$160 per month payable pursuant to the 
antenuptial agreement, less her exemp- 
tion, is subject to inheritance tax. 


HELD: Affirmed. The provision made 
for the widow by the antenuptial agree- 
ment is taxable under Sec, 72.01, Wis. 
Stats., which reads in part as follows: 
“(1) ... When the transfer is by will 
or by the intestate laws of this stat 
from any person dying possessed of the 
property while a resident of the state.” 
The word “transfer” is defined to in- 
clude the passing of property or of any 
interest therein, by inheritance, descent, 
devise, succession, bequest, grant, deed, 
bargain, sale, gift, or appointment. (Sec. 
72.24 (2), Wis. Stats.) The words “the 
intestate laws of this state” are defined 
to include “a husband’s right as tenant 
by the curtesy, the statutory rights and 
allowances to a child, the dower, home 
stead, and any other rights acquire by 
contract in liew of dower.” (Sec. ‘2.24 
(5), Wis. Stats.) 

Thus, the agreement is taxable 1s 4 




























TRUSTS AND Est \TES 









tran 
cour 
whet 
“tra 
acco 
enac 
Stat 
plan 
unde 
tax 
and 
into 


pers 
duar 
niece 
wife, 
natu 
Mille 
shar 
Sy 
in a 
1956 
admi 
bate 
prov: 
ed FE 
W 
Mille 
broth 
who 
on y 
deat} 
ian ¢ 
bate 
title 


distr 
rend 
of tl 
serib 
wills 
tiona 
ceder 
of tl 
shar 
stant 


it to 
ct to 


1949, 
ered 
that 
; her 
f all 
isur- 
» her 
te of 
ereot 
cutor 
» dis- 
se of 
pro- 
m of 
iding 


5, in 
- add 
ridow 
ceive 
r re 
d for 
small 
thers. 
ontire 
x the 
‘o the 
cemp- 


made 
Leree- 
Wis. 
lows: 
y will 
state 
»f the 
tate.” 
“0 jn- 
f any 
scent, 
deed, 
( Sec. 
; “the 
efined 
enant 
s and 
home- 
“ed by 

2.24 


transfer “by the laws of this state.” The 
court specifically refused to determine 
whether the agreement is taxable as a 
“transfer by will.” This conclusion is in 
accord with the legislative purpose in 
enacting Sec. 72.24 (5) of the Wis. 
Stats. If such were not the law, well 
planned antenuptial agreements could 
undermine the policy of the inheritance 
tax law. The statute is not retroactive 
and does not apply to contracts entered 
into prior to its enactment. 


WiILLs — Construction — Child Born 
270 Days After Testator’s Death 
Held to be Member of Beneficiary 
Class 


Kansas—Supreme Court 
In re Estate of Walton, 183 Kan. 238. 


Sydney and Helen Walton, husband 
and wife, executed identical wills, where- 
in each left all property, both real and 
personal, to the survivor with a resi- 
duary clause which left everything “to 
nieces and nephews of myself and my 
wife, Helen M. Walton, who are the 
natural sons and daughters of Marjorie 
Miller, Alex Walton and N. C. Miller, 
share and share alike.” 

Sydney and Helen died simultaneously 
in an airplane accident on January 31, 
1956. The probate court of Lane County 
admitted their respective wills to pro- 
bate in one proceeding and pursuant to 
provisions of such instruments appoint- 
ed H. W. Hall as executor. 

When the executor filed a petition, Kim 
Miller, the natural son of one of the 
brothers named in the residuary clauses, 
who was born 270 days after the date 
on which the testators met accidental 
death, set up a claim through his guard- 
ian as one of the class named. The pro- 
bate court held that Kim was not en- 
titled to any interest in the estate. 

Thereafter a trial was held in the 
district court where a judgment was 
rendered decreeing Kim to be a member 
of the class of nephews and nieces de- 
scribed in the residuary clauses of the 
wills and assigning him his _ propor- 
tionate share of the residue of the de- 
cedents’ estates. The executor and some 
of the devisees and legatees entitled to 
share in the estates perfected the in- 
stant appeal. 

HELD: Affirmed. The time between 
the date on which the testators died and 
the date on which Kim was born was 
within the natural period of gestation. 
The trial court properly concluded he 
Was in being as of the date of the testa- 
tors’ simultaneous deaths. Raising the 
question “Was it the intention of the 
testator(s) that a child born 270 days 
after their death should inherit under 
the provisions of their wills?” the court 
Stated “Indeed, in our opinion, the very 
fact they (Sydney and Helen) failed to 
Name the living children, considered in 
Connection with their knowledge of the 
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ages of the respective sister and brothers 
which must be assumed, is highly per- 
suasive of the fact they contemplated 
such persons might have additional chil- 
dren who would be entitled to share in 
the residue of their estates.” 


WILLs — Construction — Scope of 
Bequest of Articles of “Private Pos- 
session” 


Pennsylvania—Supreme Court 
Leaver Estate, 142 A. 2d 165. 


Testator left all household goods and 
all articles of “private possession” in his 
home, safe deposit box or elsewhere, ex- 
cluding stocks, bonds and investments, 
to his daughter. He gave his securities 
to his daughter and son in equal shares. 
The daughter was appointed executrix 
with power to sell securities to settle 
taxes or other proper obligations of the 
estate. 

Decedent left about $60,000 in cash in 
his safe deposit box and in bank ac- 
counts, $10,000 in an account receivable, 
$379,000 in securities and $4,500 in 
jewelry and stamp and coin collections. 
The daughter claimed everything except 
half of the securities, but the lower court 
limited her to the household goods and 
jewelry and her share of the securities. 
The daughter also claimed that the 
power to sell to pay taxes indicated that 
the Federal estate tax was to be paid 
out of the securities without apportion- 
ment. The lower court denied this claim. 
The daughter appealed. 


HELD: Decree modified. Testator in- 
tended to give his daughter all of his 
personal property wherever located, ex- 
cept his securities. By excluding securi- 
ties he broadened the gift to the daugh- 
ter beyond mere personal effects. How- 
ever, the will shows no intention to have 
the estate taxes paid without apportion- 
ment. 


WILLS — Mutual & Contractual — 
Not Evidence of Contract to Be- 
queath 


Oklahoma—Supreme Court 

Loflin v. Capps, 29 Okla. B. J. No. 24, page 

939. 

Decedent and his first wife had made 
a mutual and conjoint will, whereby each 
left his or her property to the other and 
providing that upon the death of the sur- 
vivor, the property would become the 
property of the wife’s niece. About three 
years after execution of the will, the 
niece and her husband moved in with 
the decedent and his wife and cared for 
her until her death in 1947. Subsequently, 
decedent remarried and executed a new 
conjoint will with his second wife, ex- 
cluding the niece as a beneficiary. He 
also asked the niece and her husband to 
find another home for themselves. 


The niece sued to quiet title to real 
estate which had been owned by the first 


wife, the theory of the action being that 
she, the niece, was the beneficiary of a 
contract made between the first wife 
and the decedent and also upon the 
theory that the first wife had agreed 
with her niece that if she should care 
for her until the death of the survivor 
of decedent and herself, the niece would 
be left the property. Plaintiff alleged 
that she had performed by caring for 
her aunt. Trial court held against her. 

HELD: Affirmed, Plaintiff failed to 
prove the existence of an oral contract 
to devise property. Proof of such a con- 
tract must be “so cogent, clear and 
forcible as to leave no doubt as to its 
terms and character.” The making of a 
joint will does not prove that there was 
a contract to make such a will; further 
a conjoint will, while valid, may be re- 
voked by any of the testators in the 
same manner as any other will. While 
the first wife had desired that the prop- 
erty go to the plaintiff, she had, by her 
will, devised the property to the decedent. 
Thereafter it was his to dispose of by 
will, which he did. 


WILLs — Mutual & Contractual — 
Oral Promise to Devise is Enforce- 
able Against Trustee — Effect of 
Judgment as to Validity of Trust 


Missouri—Supreme Court 
Fisher v. Fox, 312 S.W. 2d 775. 


Plaintiff’s wife and others testified 
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that Hall, the deceased, orally promised 
to devise his farm to plaintiff if the 
plaintiff would live on the farm until 
Hall died, insure the farm buildings, 
pay all the taxes on the farm, and pay 
rent. Evidence of performance by the 
plaintiff was introduced as was a 1943 
will executed by Hall devising the farm 
to plaintiff. In 1953, however, Hall creat- 
ed a trust which gave plaintiff an in- 
terest in the farm only for the life of 
the survivor of Hall and his wife. 

Plaintiff, Hall’s guardian and certain 
prospective heirs brought suit, shortly 
before Hall died, to set aside the trust, 
alleging mental incapacity and undue in- 
fluence of the trustee. The decree stated 
“that said instruments are legal, valid 
and binding instruments and authorize 
the trustee ... to handle, manage, con- 
trol and Renan of said property in ac- 
cordance with the terms of said two 
instruments.” After Hall’s death, plain- 
tiff brought this action against the trus- 
tee for specific performance of an oral 
contract to devise land. Plaintiff’s wife 
testified as to the contract and also said 
that part of the agreement called for her 
helping the Halls when requested. The 
trial court ruled in favor of the plain- 
tiff. Defendant trustee appealed. 


HELD. Affirmed. The Missouri Dead 
Man’s Statute (§491.010 R. S. Mo. 1949) 
did not bar the wife from testifying as 
to the contract; the prior decree was 
not res adjudicata with respect to the 
present one; and plaintiff was not estop- 
ped by the prior judgment. 

Whatever part plaintiff’s wife had in 
the transaction was for the benefit of 
her husband. 

There was no bar of res adjudicata 
because the ultimate issues in the earlier 
suit were whether Hall had been mentally 
incompetent when he created the trust 
and whether undue influence had been 
exerted on him. Issues in the later case, 
however, were whether there was an 
oral contract and whether the plaintiff 
performed his part. These were different 
issues. Further, Hall was not dead when 
the earlier suit was submitted to the 
court; therefore, plaintiff at that time 
had no cause of action for specific 
performance of a contract to make a 
will. 

The suit was properly brought against 
the trustee because the title he acquired 
to the farm was subject to existing rights 
therein against the grantor. 


WILLs — Probate — Insane Delusion 
Affected Testamentary Disposition 


Wisconsin—Supreme Court 
Estate of Joslin, 4 Wis. 2d 29. 


Testatrix and her husband were mar- 
ried in 1898. They lived in harmony un- 
til 1942, at which time testatrix began 
to be afflicted with delusions that her 
husband was flirting with other women. 
These delusions grew in intensity and 
scope until by the time she executed 
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her will in 1953 she was obsessed with 
the belief that her husband was carrying 
on adulterous relations with a neighbor, 
right in the home of the parties after 
testatrix had retired for the night. The 
trial court found that there was no 
foundation whatever for such delusions. 
In 1947 these delusions had led to a 
division of their property, which had 
theretofore been held jointly, into two 
equal parts. Testatrix died in 1956 at 
the age of 81 or 82. Her will left noth- 
ing to her husband. The trial court ad- 
judged that testatrix’s insane delusions 
did not affect her testamentary capacity 
and admitted the will to probate. 
HELD: Reversed. The trial court’s 
finding that testatrix’s insane delusions 





did not affect her testamentary capacity 
nor control in some degree the testa- 


mentary disposition made by hex 


is 


against the great weight and clear pre. 


ponderance of the testimony. The ques. 


tion is whether the insane delusion under 
which the testatrix suffered materially 


affected the will she made. It was an 


tirely unrealistic hypothesis that 


testatrix would have _ so 


en- 
the 


completely 


changed her views as to what should 
happen to her interest in the property 
upon her death without the delusions be- 


ing present. The delusions caused 


the 


division of property in 1947, and like- 
wise caused the testatrix to eliminate 


her husband as a beneficiary under 
will. 


her 
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What happens next may surprise you... 


You, as an attorney, may see him out of a sense of 
duty to your client. But before many minutes pass, 
you will realize there’s something of unusual value 
in the plan the Connecticut General man brings you. 
First, this is not just a collection of ideas. It is a com- 
prehensive and closely reasoned study prepared for 
one of your clients: You'll realize and appreciate the 
hours of research behind the CG man’s evaluation 
of every asset in terms of your client’s goals in life. 
The CG man has done solid groundwork. His notes 
are related to your client’s current and future needs. 
They include recommendations for a more produc- 


tive arrangement of all the assets. It’s all there for 
your consideration. 


You may look forward to the CG man’s first visit 
with only mild curiosity. Often, however, this visit 
will prove so profitable to you as a lawyer and to 
your client, the CG man becomes a frequent and 
welcome visitor for many years to come. 


Connecticut General Life Insurance Company, 
Hartford, Connecticut. 
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